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Russia may be able to abandon bread 
rationing this autumn and build up a 
wheat reserve as a result of the richness 
of the winter wheat crop now being 
harvested. In the Kuban, 500,000 acres 
have been reaped, giving an average 
yield of 24 bushels an acre, with two 
state farms reporting yields of 36 bushels 
an acre. Good crops also are reported in 
the Caucasus and in the Eastern Ukraine. 
The harvests in the Western Ukraine and 
in the Crimea have been affected by 
drought and will yield less. 
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Australian fruit growers will sell fresh 
fruit to North America during the off 
seasons in the United States and Canada. 
U.S. importers have contracted to re- 
ceive $1,500,000 worth of fruit, primarily 
apples, this year. Two shiploads of 100,- 
000 cases each of apples and pears are 
now on the way to the U. S. and Canada. 
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The United States can now establish 
telephone and telegraph communications 
with countries that previously had ex- 
clusive arrangements with Great Britain. 
The new agreement specifically provides 
that U.S. radiotelegraph circuits may be 
established with Greece and Saudi Ara- 
bia, previously bound by exclusive ar- 
rangement with Britain. Reciprocally, 
Britain may now go into countries where 
the U.S. had closed arrangements. 
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An empire-wide plan for Government 
control of overseas communications is 
now being put into effect by British 
Commonwealth countries. As part of this 
program, a bill has been introduced in 
the Australian House of Representatives 
nationalizing all radio and cable services 
with other countries. 
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Norway may relax Government con- 
trols over imports from all countries ex- 
cept the United States, Switzerland, 
Sweden and countries demanding dollar 
settlements. This action will be taken to 
increase imports of material needed for 
reconstruction, while conserving foreign 
exchange. Already, the free-list system of 


imports has been expanded to permit in- | 


creased shipments of essential products 
from Britain. 
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The Netherlands Government has 
given automobile dealers permission to 
import 18,592 passenger automobiles, in- 
cluding 11,000 from the United States. 








Of the cars from the U. S., 3,000 will go 
to doctors. In addition, Holland already 
has obtained 1,500 U.S. Army Jeeps for 
civilian use, and 12,000 other U. S. Army 
vehicles for the War Ministry. 
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In demobilizing its armed forces, New 
Zealand will spend 216 million dollars 
providing veterans with farms. Each year, 
1,500 veterans will receive homesteads, 
half of them on single-farm units and 
half on land suitable for subdivision. The 
Government will spend approximately 
$26,000 on each settler. Already, 3,000 
veterans have been given farms. 
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World furniture manufacturers are con- 
sidering the large-scale production of 
aluminum furniture for outdoor use. Out- 
door furniture has been made mainly 
from bamboo and rattan from the Philip-~ 
pines and South America, both of which 
are now in short supply due to labor and 
production difficulties. Aluminum is in 
surplus production, and is not seriously 
affected by climates such as prevail in 
China and Southeast Asia where outdoor 
furniture is in great demand. 
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Japan has been ordered to dissolve 
the Government-controlled lumber com- 
pany and to make arrangements for pri- 
vate enterprise to take over the industry. 
Allied Supreme Headquarters issued the 
order, as part of the program for the free- 
ing of Japanese industry and in an effort 
to obtain an increase in the production 
of lumber and wood products for recon- 
struction. 
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As part of the program to industrialize 
India, the Government plans to make the 
country self-sufficient in production of 
dyes and chemicals. The initial objective 
is domestic production of 51 selected 
dyes. Simultaneously, India will develop 
a nitrogen-fixation industry. Production 
of sulfuric acid, hydrochloric acid, nitric 
acid, caustic acid and chlorine will be in- 
creased to met all domestic needs. 
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As a result of discoveries by Swiss elec- 
trical engineers, permitting the trans- 
mission of electric power over long dis- 
tances, a project has been developed to 
supply the whole of Denmark with elec- 
tric power from Norway. Transmission 
would be by undersea cable across the 
Skagerrak. The cost is estimated at 21 
million dollars. 
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The circulation growth of World Report continues at a gratifying 
pace. We expect to be able to make shortly an announcement about it. 
At the moment, we are swamped with work in recording subscriptions 
and putting the addresses on stencils. So if there’s a delay in getting 
your copy, please bear with us. 

We notice that a preponderant number of those who are subscrib- 
ing—something over 75 per cent—are asking for subscriptions for terms 
longer than a year. This expression of confidence in our work is 
heartening. 

Likewise, we note that many subscribers are sending in the names 
of their friends and telling us that we may send free copies and men- 
tion them as recommending World Report. The other day a prominent 
business executive in Oklahoma sent us a list of 300 of his business 
associates and friends and gave us permission to use his name in 
writing them. We are grateful for such evidences of co-operation. 

a & & 

We believe that World Report is useful in planning business opera- 
tions. What is going on around the world today affects us all, directly 
and indirectly. We are witnessing a world-wide drive for reconstruction 
and rehabilitation. This means an expanding volume of purchases of 
raw materials and finished products in this country for a long, long 
time to come as most of the other countries have many more shortages 
than we do in the U.S. 

But the prosperity of the U.S. is affected irrespective of whether 
one’s business engages in world trade. Many millions of our people 
owe their employment directly and indirectly to the many-sided chan- 
nels of commerce. We often do not realize how many articles manu- 


factured in this country require raw materials from other countries. 
bed & x 























































We read with much interest the speéch in the House of Representa- 
tives on July 12 by Representative McCormack of Massachusetts, the 
Majority Leader, who said in part: 

“We cannot afford to remain indifferent to the real facts. There 
are some persons in the United States who say: “What do we care 
about what happens in or to Poland, Great Britain, China, Austsia, 
Hungary, Greece, Italy, France, Belgium, or other countries? Let them 
take care of themselves. What happens to them is none of our business.’ 
Such persons are either ignorant of, or indifferent to, the best interests 
of our country.” 

It is the job of World Report to give you the facts—political and 
economic—of what is happening around the world. If we are per- 
forming a worthwhile service, we hope you will tell your friends about 
it so that they, too, may subscribe. 


The Publishers of” World Report” 

















Here's a Handy Way To Subscribe! 


WORLD REPORT 
1253 24th St., N.W., Washington 7, D.C. 
Please enter my subscription to World Report for one year and send bill 


to me. (U.S., its Possessions, Central and South America, $4; Canada & 
Other Countries, $5.) 









































Name 

















Address 




















City State 




















2 ¢ WORLD REPORT 


WORLD REPORT 


Reg. Appd. for U.S. Pat. Off. 


Published Weekly 
at 24th & N Sts., Washington 7, D. C. 


Lloyd | ae Executive Editor | 
ae Associate Editor — 
Howard Flieger. General News Editor 
























































Charles Foltz, Jr. ..European Editor 
Charles H. Kline Far Eastern Editor 
Clark H. Galloway Pan American Editor 
John R. Fleming... S tieben kal U. S. Editor 
William H. Riebold....... ..News-Desk Editor 
CHIEFS OF BUREAUS 
ee bt Ae Edwin J. Drechsel 
Berlin. Thomas Hawkins 
Tokyo......... Joseph Fromm 
Nanking ..Frank Rounds, Jr. 
Buenos Aires.... ............. Bernard S. Redmont 
Mexico City...... Richard A. Yahraes 
eee ... ...Frank Hewlett 
Roving Correspondent (Latin America)... William Gaudet 
NEWS STAFF 


George Bookman, F. K. Dashiell, Luther A. Dawson, 
Hayden Estey, Harvey S. Ford, William A. Kinney, 
Lyman B. Kirkpatrick, Robert Kleiman, William 
Lowe, John W. Mowinckel, Thomas R. Nickels, Frank 
V. Norall, Timothy Pfeiffer, Charles Prince, Nicholas 
Radford, Ben A. Thirkield, Delmege Trimble. 
New York: Paul Wohl. San Francisco: Miller Holland. 


ECONOMIC STAFF 
Charles Schwarz, Kurt S. Lachmann, Perry K. Sellon 
ART DEPARTMENT 


Abril Lamarque, Art Director 
Jos. A. Taddeo C. Miller McLaughlin Ernest Beavin 


ADVERTISING DEPARTMENT 


go ig | eens Advertising Manager 
30 Rockefeller Plaza, New York 20, N.Y. Tel. Circle 6-3366 
Frank B. Keogh . Western Manager 





g aad 
180 N. Michigan Ave., Chicago 1, Ill. Tel. Randolph 5 


PRODUCTION OFFICE 
Ralph M. Francisco................. Ma 
350 Dennison Avenue, Dayton 1, Ohio. Tel. Hemlock 7611 





Published weekly at Washington, D. C. by United States 
News Publishing Corporation, David Lawrence, Presi- 
dent; Daniel W. Ashley, Director of Advertising; Norman 

fick, Director of Advertising. Business De- 
partment: R. Gould, Business Manager; W. W. 
Spurgeon, Manager; W. F. McArdle, Produc- 
tion Director and Executive Offices, The United 
States News 24th and N Streets, Washington 7, 
D.C. Subscription rates delivered prepaid to U. S., its 
possessions, and Central & South America, $4 for one year, 

for 18 months, $6 for two years, $8 for three years 
(Canada and other foreign countries additional postage 
$1 a year). Application for entry as second-class matter 
is pending. Copyright 1946 by United States News Pub- 
lishing ey penne Rights reserved under Pan American 
Copyright Convention and International Copyright Con- 
vention. 


The cover and entire contents of World Report are fully 
protected by copyrights in the United States and in for- 
eign countries and must not be reproduced in any man- 
ner without written permission. 

All communications relating to news or editorial matters 
or subscriptions should be addressed to the Executive 
offices, 24th and N Streets, N. W., Washington 7, D. C. 
Tel. District 2900. 


CONTENTS 


































World Newspoints a 
IE eS See eee 3 
World Dispatch: 

Rocky Road of Peacemaking.......... 3s 

U. N. Will Decide Fate of Palestine.............. 7 

Mexico To Avoid Radical Path...................... 9 

Industrial Gains of Canada in Dangert.......... 11 

Firms Seek Return of Soviet Seizures............ 12 

Britain Out To Regain Mastery of Seas........ 14 

Banks Plan To Share in Trade Revival.......... 16 

Bargains in War Surpluses...............0...0.00. 18 

Illicit Trade in Gold Thrives.. 20 
Report on World Diplomacy: 

How The Big 3 Dictate The Peace................ 22 
Worldgraph: Prices After Two Wars 24 
U.S. Forced To Curb Exports................0......... 26 
Demands For Paper To Be Met in Yeac.......... 28 
World Commerce-Industry ......................::cc00000- 29 
Sugar Shields Cuba From U. S. Inflation............ 31 
IE IID occa sieysrntnactidcdhineochdonpsocorscnctes 32 
Life Around The World.. 34 
Photo Report: 

Mexico’s Way to Self-Sufficiency......... jill 37 
World Texts: 

Byrnes: The Road Back to Peace. 42 
SS RETS ED cane RES SREY NOOR OEE TS 48 


COVER: Miguel Aleman; see pages 9 and 32. (Koda- 
chrome by He Palma—Black Star.) 














peepee a 








FROM THE CAPITALS OF THE WORLD 


































Peace treaties are to be signed more slowly than now is expected. 
The treaty drafts for Italy, Bulgaria, Romania and Finland are 
not to be sealed in final form before late October, perhaps November. 

Approaching delay will retard recovery in Europe because the five 
treaties already are to have priority over two bigger problems, the 
future of Germany and Austria. 

Timetable lag results from fact that forthcoming Paris meeting of 
21 nations is likely to run more than six weeks; then comes the U.N. 
Assembly meeting in New York and later on the treaty signing. 











Mystery about Molotov's stand on Germany really is not a mystery; 
really is related to some practical political maneuvering. 

Russian ideas for handling Germany are not changing; they just 
have not been clearly understood hitherto. 

Confusion arises from the variety of Russian methods in Germany, 
none of which as yet attempts the development of pure communisn. 

Tactics in Germany, directed from Moscow, now vary from flattery 
for key Germans to widespread redistribution of land among selected 
peasants whose gratitude can be depended upon. 

Millions of Germans, under Russian occupation, are eating some- 
what better than their fellow countrymen in the zones of the Western 
Allies because of more fertile cropland in the Russian area. 

Russia believes time is in her favor, feels her consolidated 
strength in one zone will spread her influence to the others. 

Control of Germany is indicated, in many ways, to be Russia‘s aim. 




















For the present, the outlook in Germany suggests this: 

Britain, putting her occupation costs at $320,000,000 annually, 
will welcome the Byrnes proposal for joint administration of as many 
of the four zones as will co-operate. 

France, hesitant of offending Russia, is certain to move slowly; 
is sure to bargain again for permanent possession of the Saar. 

Russia may keep the door open technically with her counter- 
proposals, but her participation in a common rule for Germany is not 
now in the cards, is increasingly unlikely to be obtained. 











When it comes to the touchy situation in the Middle East..... 
Britain's difficulties in Palestine still are increasing. 
There is no likelihood of U.S. troops being supplied as police 
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to assure 100,000 more Jews a haven in an area which the Arabs claim. 

British experts are likely to come up with new and elaborate 
ideas for partitioning Palestine between Jews and Arabs; a divided 
administration if not a parceling out of the actual territory. 

Eventually, the whole Palestine question, in one form or another, 


will be tackled by the United Nations. You get the perspective of the 
problem on page 7. 








To turn to another side for Britain..ee. 

Field Marshal Montgomery, No. 1 British strategist, due to visit 
General Eisenhower in Washington in September, gradually is revising 
the whole pattern of Empire defenses to meet atomic conditions. 

- Widespread dispersal of Britain's military training grounds, 
ordnance plants, aircraft depots and research facilities already is 
getting under way around the world. 

An example is seen in the extensive tests of guided missiles and 
rocket projectiles being arranged in Australia's wildernesses. 

News from Norway is that Britain is supplying arms and material 
standardizing the military facilities of both countries. 

Modern aircraft are being furnished France by Britain. 

All in all, Britain is doing a big job of precautionary armament. 




















Within the Western Hemisphere there is this activity..... 
Argentina and Britain are near agreement on converting into a 
loan the sterling balances which Argentina holds in London, equivalent 

to 500 million dollars, as a result of heavy sales of beef and pork. 
The future of railroads in Argentina, owned by British investors 

and in need of re-equipment, still is being studied in Buenos Aires. 
Outwardly, U.S.-Argentine relations appear to be marking time. 
Nevertheless, action by Argentine courts making 41 Nazi suspects 

available for deportation is pleasing to U.S. Ambassador Messersmith. 














For a quick look at conditions in the Far East..... 

Point to remember about China is that chief responsibility is 
resting with General Marshall despite appointment of a new U.S. 
Ambassador, J. Leighton Stuart, a distinguished missionary. 

Marshall reports directly to President Truman in Washington. 

Vital task of integrating Chiang's armies with Communist forces 
really never has begun and can only be handled by General Marshall when 
and if there is a genuine move for political reconciliation. 

U.5. policy is strongly committed to bringing two sides together. 

U.5. role in China continues to be rather thankless and unhappy. 

















The way things are to work out in Southeast Asia is this: 
selection of delegates to India's Constituent Assembly is to be 


completed in ample time for a first meeting in August. 
Nehru, who stands next to Gandhi in influence among Hindus, now 


has the best chance to be elected president of the Assembly. 
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ROCKY ROAD OF PEACEMAKING 
STRETCHES AHEAD FOR EUROPE 


Unsettled problems spread from 
Germany over Continent. Western 
powers break initial stalemates 


Fourteen months after the end of 
fighting in Europe, problems left by the 
war—particularly what should be done 
about Germany and Austria—are far from 
settled. Stalemate after stalemate in the 
negotiations has been broken and some 
progress has been made. 

Five international conferences 
since V-E Day present this situation: 

Major clauses of peace treaties for 
Germany’s wartime satellites, Italy, Ro- 
mania, Bulgaria, Hungary and Finland, 
are agreed on by the Big Powers. These 
treaties are to be submitted to a 21- 
nation Peace Conference July 29. 

Final frontiers for Finland, Hungary 
and Romania are fixed. 

Unsettled problems remain, however, 
spreading from Germany itself over much 
of Europe. 

Italy’s colonies, where Russia seeks a 
foothold, are in British receivership. The 
question of what to do with them ulti- 
mately has been postponed a year. 

Trieste. Settlement of the frontier be- 
tween Italy and Yugoslavia, including 
troubled Trieste, has been sidestepped by 
internationalizing an area around the 
city. The result is to postpone rather than 
to solve, that border problem. 

Bulgaria’s frontier with Greece still is 
in dispute. 

The Danube. Freedom to navigate the 
Danube River, which flows mostly 
through Russian-controlled territory, re- 
mains undecided. , 

Germany and Austria. Most important 

of all, there is no agreement between the 
big nations on how to run Germany and 
Austria and how to prepare them for 
eventual independence. 
“ The trouble running through all nego- 
tiations has been a clash both in methods 
and in immediate aims between Russia 
on the one hand and the U.S. and Great 
Britain on the other. 


Because of the Big Power difference, 
five international conferences were re- 
quired to reach agreement on calling a 
general European peace conference. 
Weapons of political and economic pres- 
sure, as well as the pressure of public 
opinion, were all brought into play be- 
fore these limited results were achieved. 
A survey of the rocky road that peace- 
making has traveled so far is an index 
to delays and disappointments that still 
may lie ahead. 

{| Potsdam. Victory in Europe was almost 
three months old when President Tru- 
man, British Prime Minister Attlee 
and Generalissimo Stalin reached agree- 
ment at Potsdam, near Berlin, Aug. 2, 
1945. They established a Council of For- 
eign Ministers to prepare peace treaties 
with Germany and her war partners. 
They also agreed on political and eco- 
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nomic principles to be used by all occu- 
pying nations in governing defeated Ger- 
many. They worked out a formula for 
dividing up German assets to be used in 
paying reparations. 

The next step, the chiefs of state 

thought, would be a conference of For- 
eign Ministers to write the satellite peace 
treaties and agree on plans for treaties 
with Germany and Austria. 
{ Stalemate. Ten months and three con- 
ferences later, peace treaties for the 
small, satellite nations were far from 
ready. Germany and Austria had not 
even been seriously discussed. 

The Foreign Ministers, whose job it 
was to make the peace, had met three 
times: In London, for three weeks in late 
September; in Moscow, from December 
16 to 26, and, in Paris, from April 15 to 
May 17. James F. Byrnes, Ernest Bevin 
and V. M. Molotov—even with the “hon- 
est broker” efforts of French Foreign 
Minister Georges Bidault at their Paris 
meeting—had been unable to break their 
deadlock on basic issues. A complete 
breakdown in London had been patched 
up in Moscow. But the Moscow patches 
came apart in Paris over issues such as 
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COAL TRAIN AT A COLLIERY IN WE 
Molotov asks for time to study French reservations 


the control of strategic Trieste, the fu- 
ture of Italy’s colonies, freedom of trade 
on the Danube and Russian reparations 
demands from Italy. 

Germany and Austria, Europe’s two 

biggest peacemaking problems, still had 
not been fought out over the conference 
table. And all the while, in the lands for- 
merly under the Nazi flag, Russians and 
Anglo-Americans rapidly were going off 
in opposite directions, making Germany 
and Austria over in their two very differ- 
ent images. 
{ Pressure. The Western Allies, led by 
Secretary Byrnes, tried new tactics. Byrnes 
was determined to break the deadlock to 
achieve two goals: He wanted a European 
peace conference as soon as possible to 
settle the future of the former Axis satel- 
lites. He also wanted to carry out the 
Potsdam Agreement to unify Germany so 
that cost of occupation in troops and mon- 
ey could be reduced, thus getting closer 
to the day when an independent, demo- 
cratic Germany could be revived. 

These were the new tactics: Byrnes 
threatened to put the peace deadlock be- 
fore the United Nations. Bevin threatened 
to sign separate peace treaties with Ger- 
many'’s wartime associates. The U.S. cut 
off reparations shipments of machinery 
from the U.S. zone of Germany to Rus- 
sia. American officials formed a federa- 
tion of German states within their own 
zone and made plans to link it with a 
federation in the British, if not in the 
French, zone. The possibility grew that 
Germany, perhaps the Continent itself, 
would be split in two, one half friendly to 
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Russia, the other friendly to the Western 
powers. 

{| Result. When the four Foreign Minis- 
ters met in Paris on June 15, Soviet For- 
eign Minister Molotov was on notice that 
the Western World was prepared to go 
its Own way in peacemaking, without 
Russia if necessary. Such a development 
would exclude Russia from the Western 
World just as effectively as Western in- 
fluence has been barred from Eastern 
Europe. Russia did not want that to hap- 
pen. The result was that, by the time the 
Foreign Ministers finished their work in 
Paris, Russia had agreed to drafts for 
five peace treaties and invitations to a 
general peace conference had been issued. 
" The big problems of Germany and Aus- 
tria remain, but they are out in the open 
at last. 

Germany. Russia has unfolded a pro- 
gram for Germany that, on its face, looks 
bolder than anything put forward by the 
U.S. and Britain. (See page 45.) Molo- 
tov says he wants to treat Germany as an 
economic unit, seeks a central German 
administration as soon as possible, de- 
sires to stimulate German industry and 
trade. He opposes dismembering the 
country. To this program, designed to win 
friends for Moscow in Germany, he at- 
taches a demand for 10 billion dollars in 
reparations. 

Molotov’s words, however, have not 
been translated yet into action. The 
French have withdrawn their objections 
to including the Ruhr and Rhineland in 
Germany. They ask only that the Saar 
coal area be treated separately. Secretary 
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on the Saar 


Byrnes is instructing American officers in 
Germany to co-operate economically with 
any other zone or group of zones. Molo- 
tov, however, has asked for time to study 
the French reservations on the Saar and 
so, at least for several months, economic 
unity of all Germany is unlikely. Mean- 
while, the United States and Great 
Britain may well go ahead, federating 
their own two zones. 

Austria remains an unsolved problem. 
The Russians refuse to consider a U.S. 
proposal for a treaty with Austria until 
the Austrian Government expels thou- 
sands of displaced persons whom the 
Russians regard as “Fascists.” The West- 
ern powers are far from satisfied with 
Russian policies in Austria. While Rus- 
sians are confiscating all German assets 
in their zone of Austria, the U.S. is 
turning over to the Austrian Government 
the German assets in the U. S. zone. Four 
victor nations continue to keep large oc- 
cupying armies in a country which al- 
ready is on subsistence rations. 

" Pressure again. Secretary Byrnes, who 
has learned a great deal since Potsdam 
about how to bargain with Russia, issued 
on his return from the last Paris confer- 
ence a blunt warning on Germany: “We 
will either secure economic co-operation 
between the zones or place the responsi- 
bility for the violation of the Potsdam 
Agreement.” The statement clearly is 
aimed at Russia. This tactic was success- 
ful in winning Russian agreement to a 
European peace conference. Now it is 
to be tried as a means of winning settle- 
ment of the basic problem of Germany. 
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U. N. WILL DECIDE 
FATE OF PALESTINE 


Review of British mandate by 
Assembly to bring problem to head. 


Partition reconsidered in London 


The troubles of Palestine, now 
putting a strain on U. S.-British relations, 
are headed toward the United Nations 
for settlement. 

Britain has just cempleted a 
wholesale arrest of Jewish leaders in the 
Holy Land,. but tension continues. Now 
London is under increasing pressure from 
Washington to open the doors of Palestine 
to 100,000 Jewish refugees from Europe. 
The British, anxious to protect their own 
strategic and economic interests in the 
Arab countries of the Middle East, are 
caught in a dilemma. 

Before the future of the Holy Land is 
settled, opportunity is certain to arise for 
Russia to increase her prestige among the 
Arab nations by fishing in troubled Anglo- 
American waters. 

“ Elements of crisis now are taking shape. 

The United States, led by President 
Truman, is demanding that Great Brit- 
ain, which holds a League of Nations 
mandate over Palestine, carry out the 
recommendation of an Anglo-American 
Commission to permit a new Jewish mi- 
gration. 

The Commission said the only long- 
range solution for Palestine was a bi- 
national state in which both Arabs and 
Jews would have equal rights and neither 
group would dominate the other. But its 
members recognized this could not be 
achieved immediately and recommended 
continuation, for the time being, of Brit- 
ain’s mandate over the territory. They 
recommended bringing the Arab stand- 
ard of living up to the Jewish level and 
asked that freedom to buy and sell land 
with minimum restrictions be restored. 
The Commission's C 
recommendation was that 100,000 of 
Europe’s homeless Jews be admitted im- 
mediately to Palestine. 

Zionists in the United States, in Pales- 
tine and elsewhere are using political 
pressure to back up this American de- 
mand. Zionists want Palestine declared a 
Jewish national state, a homeland for 


most controversial. 


their people. Some Zionists opposed the 
U.S. loan to Britain because Britain 
balks at allowing 100,000 Jews into 
Palestine. Zionist extremists in Palestine 
have shot, dynamited and kidnaped Brit- 
ish officers in anti-British demonstrations. 
The U.S. Congress, facing a November 
election, is sensitive to the entire situa- 
tion. Many members tend to support the 
Zionist demands. 

Arabs, whose seven governments in the 
Middle East are banded together into a 
politically active Arab League with a 
fanatical branch in Palestine, the Arab 
Higher Committee, are exerting pressure 
of their own on the British. They oppose 
admission of more Jewish refugees into 
Palestine as long as the United States and 
Great Britain refuse to accept large num- 
bers of Jews in their own. The Arabs de- 
mand independence for Palestine under a 
democratic form of government, which 
would leave Jews outnumbered 2 to 1 
by Arabs. 

Five Arab states that are members of 
the United Nations now threaten to take 
the whole Palestine issue before that or- 
ganization. There, they count on support 
of Soviet Russia, whom they feel would 
certainly join in any attempt to portray 
Great Britain and the United States as 
opponents of democracy. 

Arab leaders can make things difficult 
for Britain. The British, now preparing to 
evacuate troops from Egypt, need mili- 
tary bases in Palestine. In addition, they 
want Arab friendship to protect the 
Suez Canal, oil resources and Empire 
communications throughout the Middle 
Fast. 

Great Britain, caught in the middle 
of these pressures, has told the United 
States she cannot admit 100,000 Jews to 
Palestine and carry out other Anglo- 
American recommendations except on 
certain conditions. These conditions are 
that the United States furnish troops to 
help police Palestine and disarm illegal 
terrorists; that the United States help pay 
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HONORARY ENVOY GRADY 
Cannot promise American troops 


the costs of occupying Palestine and of 
raising the Arabs to a higher standard of 
living; that the United States admit a 
large number of Jewish immigrants to 
prove Western good faith to the Arabs. 
{ Trouble comes from the fact that the 
United States cannot promise much help 
to Great Britain. A U.S. Cabinet com- 
mittee, headed by Henry F. Grady, now 
is in England discussing Palestine. But 
Grady cannot promise American troops. 
That is up to Congress. He cannot prom- 
ise to change the immigration laws. The 
U.S. Congress shows little inclination to 
authorize either of these things. All Grady 
can do is promise funds from the Export- 
Import Bank to help develop Palestine’s 
resources and American ships to carry 
Jews from Europe to Palestine. 

Britain, consequently, may find herself 
obliged to tell the United States that she 
is unable to admit the 100,000 Jews to 
Palestine. Great Britain may be forced 
to say that she will work out her own 


Palestine solution, without American 
participation. 
Such a decision could create much 


bitterness between Washington and Lon- 
don. President Truman would find him- 
self saddled with a promise to the Jews 
of Europe and the Zionists of his own 
country that he is unable to fulfill. 
{ Britain’s formula for Palestine would 
be taking shape, meanwhile. All experts 
agree that this will have to be a compro- 
mise formula. Palestine will not be given 
exclusively either to the Arabs or the 
Jews. Searching for a compromise, the 
British are to consider two main plans: 
Partition. No one likes the idea of par- 
titioning Palestine, which already is one 
of the smallest countries in the world. 
The British Government rejected the idea 
seven years ago. It satisfied neither Arabs, 
Jews nor British. But it is cropping up 
again as a solution that might bring a 
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minimum of dissatisfaction to all parties 
concerned. 

The map shows a partition plan sug- 
gested by a British Government commis- 
sion in 1938. It is one of several that 
have been proposed. Unrestricted Jewish 
immigration would be permitted in the 
Jewish state. The Arab state either would 
be made independent or be attached to 
neighboring Trans-Jordan. The United 
Nations, through trusteeship—perhaps un- 
der Britain—would control the holy places 
in the Jerusalem area, the strategic port 
of Haifa and the Southern stretches of 
the country. 

Many Zionists, recognizing that they 
will not get all of Palestine, might be 
willing to accept partition as a last resort. 
Important British newspapers have sug- 
gested it as a practical solution. 

From the British viewpoint, partition 
has the attraction of providing an inter- 
national zone where Britain, who would 
seek to be the trustee, could station 
troops that now are to leave Egypt. 

The main drawback is that the Arabs 
will certainly fight it. While Trans-Jor- 
dan’s King Abdullah might gain person- 
ally by partition, Arabs say he would 
immediately lose his throne if he assented 
to it. Abdullah would stand accused of 
selling out the Arab cause, which de- 
mands independence for all Palestine. 
Thus, many officials doubt that partition 
is the answer. 

Palestine state. Another possible solu- 
tion is to go ahead with the creation of 
an independent state of Palestine, with 
Jews and Arabs both holding citizenship. 
Under this plan, minorities would be 
protected by constitutional guarantees. 
The crucial question in such a state 
would be, of course, whether Jews or 
Arabs would control it. 

If it were created today, Arabs would 
have a big majority. If 100,000 Jews were 
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GUARDING A CROSSROADS IN JERUSALEM 
British forces will remain in Palestine for a long time to come 





allowed into Palestine before creation of 
the independent state, Arabs would still 
have a comfortable majority. Arabs argue 
that Britain herself already has declared 
that enough Jews now have entered Pal- 
estine to fulfill the old pledge to create 
for them a national home. Zionists argue 
that Jews have a right to immigrate into 
Palestine, at least until they reach a 
majority. To escape from this impasse, 
Britain might propose that Palestine be 
made independent, with an Arab major- 
ity, but only after admission of 100,000 
Jewish refugees. Idealists hope that, in 
an independent Palestine, Arabs and Jews 
gradually would become one community, 
erasing the present conflicts between the 
two groups. 

In the immediate future, Palestine will 
remain occupied by British troops. No 
matter what final solution Great Britain 
may propose, intermediate occupation 
will be necessary to insure law and order. 
Thus, British troops, whether or not they 
are reinforced by American troops, will 
remain in Palestine for a long time to 
come. 
€ Eventually, Britain’s Palestine mandate, 
which came from the defunct League 
of Nations, will have to be transformed 
into a U.N. trusteeship. If the Palestine 
question has not already been brought 
before the U.N. by the Arab states or 
another member, it certainly will arise 
at that time. This will be an opportunity 
for a full international review of British 
policy in the Holy Land. Britain and the 
United States, because of the different 
political pressures to which they are sub- 
jected, may find themselves on opposite 
sides of the debate. 

Final solution for Palestine will be 
slow in coming, may bring a U. S.-British 
clash. But whatever course the final solu- 
tion takes, Palestine, in the end, is to 
become a world responsibility. 
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MEXICO TO AVOID RADICAL PATH 
IN ALEMAN’S COMING REFORMS 


President-elect, slightly ‘Leftist,’ | 
will try to strengthen republic in 
internal and international affairs 


President-elect Miguel Aleman of 
Mexico plans social and economic reforms 
designed to develop his country internal- 
ly and strengthen its position abroad. 

The new Administration, which is 
to take office December 1, intends to give 
Mexico a moderately “Leftist” govern- 
ment Which will have prolabor leanings. 

Some of Aleman’s advisers are coun- 
seling him to adopt radical policies, but 
the incoming President is expected to 
avoid extremes, both in domestic and 
international affairs. 
€ Main economic goal of the Aleman 
Administration will be a greater degree 
of self-sufficiency for Mexico. 

Agriculture, although it is the basic 
industry, now fails to produce enough 
food to meet the country’s needs. Too 
much of the land suitable for production 
gets too little rainfall for crops, or it is 
tilled by inefficient methods. 

Irrigation, therefore, occupies a key 
place in Aleman’s plans. Richard A. 
Yahraes, staff correspondent of World 
Report in Mexico City, reports that, 
during his six-year term, Aleman pro- 
poses to spend 300 million dollars in 
pushing to completion the irrigation pro- 
gram that he fostered as President Avila 
Camacho’s Minister of Gobernacion (In- 
terior). The projects range in size from 
small networks of canals to vast develop- 
ments. They are scattered over 15 of 
Mexico's 28 States. The program is ex- 
pected to bring nearly 3% million acres 
of dry land into production and will in- 
crease harvest on 741,000 other acres. 

The “ejido” program of communal 
farms, under which President Lazaro 
Cardenas turned huge estates over to the 
peons, will be retained and _ possibly 
extended, but it will not be stressed. The 
program has disappointed its advocates; 
Operations on many of the communal 
farms are inefficient because of politics, 
squabbles over land rights, shortages of 
machinery and lack of skill and initiative 
on the part of the farmers. 


Private ownership of small farms is to 
receive greater emphasis than the “ejido” 
program, and it will have the assistance 
of liberalized agricultural credits. Experi- 
mental stations, to improve crop strains 
and production methods, will be extended. 

Central units to provide machinery on 
loan to small farmers are contemplated, 
and construction of fertilizer factories by 
the Government is planned. 

Industrialization will receive encour- 
agement. In five wartime years, when 


imported articles were scarce, about 52 
million dollars was invested in 292 new 
industries. This trend will continue, and 
the emphasis will be on factories to pro- 
duce consumer goods formerly imported 
from the U.S. Desirable new industries 
will continue to enjoy limited exemption 
from tariffs and taxes. 

Capital and technicians from abroad 
will be invited to participate in Mexican 
industries, but control normally must re- 
main in Mexican hands and 90 per cent 
of the employes must be Mexicans. 

High protective tariffs will be extend- 
ed; how far, it has not yet been decided. 
How long the tariffs will continue will 
depend largely on amount of consumer 
opposition to artificially high prices. 

Hydroelectric plants will be built by 
the Government to assist in the develop- 





PRESIDENT-ELECT ALEMAN RECEIVES A WELCOME 
Diplomatic success will depend on his appointee for foreign minister 
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ment of industries. Mexico is short of 
industrial fuel, and less than 10 per 


cent of the nation’s potential hydro- . 


electric power has been developed. The 
distance of most of the possible dam 
sites from consuming centers, however, 
puts a limitation on this type of devel- 
opment. 

The oil industry, which President Car- 
denas, took over from foreign owners in 
1938, is failing to meet local demands 
for petroleum products. Petroleos Mexi- 
canos, the Government agency which 
runs the industry, is inefficient. The black 
market flourishes. There is friction be- 
tween management and workers. As a 
partial remedy, Aleman proposes to in- 
sist on a long-term contract covering 
hours and working conditions. 

Private initiative plus state enterprise, 
a policy of Aleman’s Party of the Insti- 
tutional Revolution, is to receive Admin- 
istration support. Aleman has said that 
private capital “ought to have the great- 
est liberty and count on state aid for 
development,” but he has not made it 
clear just how this policy is to be carried 
eut. He favors continued .Government 
ownership of oil and of some public 
service corporations. Possibly this princi- 
ple will be extended. 

Tourists from Canada and the U.S. 
will be encouraged to come to Mexico 
in greater numbers than ever before, for 
tourists are good spenders. Aleman hopes 
to see two million of them enter the 
country each year. To make travel more 
attractive, he will push construction of 
the uncompleted portions of the Pan- 
American Highway and other important 
roads and will stimulate the building of 
hotels and tourist facilities. 
€ Internal affairs will get prompt atten- 
tion from the new Administration. 

Labor, released from its wartime no- 
strike pledge, is restless. Strikes, brief 
work stoppages and threats of strikes 
are frequent. Living costs are nearly four 
times as high now as they were in 1934. 
Price controls are largely ineffectual. 
Most wages are inadequate. 

Under Aleman, strike threats will con- 
tinue, but relatively few of them will be 
carried out. A skillful negotiator, Aleman 
will succeed in settling most labor dis- 
putes by mediation. Settlements usually 
will be favorable to labor. 

Education, long a hobby with Aleman, 
will receive emphasis. He will support 
the grade-school program of Cardenas 
and Avila Camacho, and he will continue 
the campaign to teach Mexico's esti- 
mated 10 million illiterates to read and 
write. But he will stress technical edu- 
cation, and he favors sending promising 
young men abroad for training, at the 
joint expense of the Government and in- 
dustry. 

The Army presents a ticklish political 
problem. It has several hundred too many 
generals, many of whom came in during 
the revolution. Scores of them are pro- 
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fessionally inferior but politically power- 
ful. Dead wood at the top slows up the 
promotion of younger officers. 

A plan drawn up last year would 
retire about 500 generals, leaving on 
active duty those who are professionally 
qualified and opening the way for pro- 
motions. That plan provoked a storm of 
protests and political pressure frome gen- 
erals who would have been retired. The 
plan has not been placed in effect. 

Aleman probably will inherit this prob- 

lem. Whether he will brave the opposi- 
tion of political generals by putting 
the plan into effect is now an open 
question. 
{ World trade expansion is one of Ale- 
man’s objectives. He will push exports to 
the U.S. and Canada. Some imports, 
however, will encounter the barrier of 
high tariffs. As Mexico’s light industry 
grows, the import emphasis is likely to 
shift from consumer goods to heavy ma- 
chinery and other noncompetitive items. 
{In diplomacy, Aleman’s success will 
depend to a great extent on the ability 
of the man whom he appoints as Min- 
ister of Foreign Relations. When this 
portfolio was held by Ezequiel Padilla, 
whom Aleman defeated for the Presi- 
dency, Mexico's international prestige 
reached its highest point. 

Aleman’s policies will be to participate 
actively in the United Nations, where 
Mexico will champion the cause of small 
nations, and to support the inter-Ameri- 
can system. He will want Argentina to 
be a full-fledged member of the inter- 
American system, despite differences in 
ideologies between the two countries. 

Toward the U.S., Aleman will be 
friendly, but he has not made it clear 
how far he will go. He is expected to 
visit the United States before his inaugu- 
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ration. Distrust and hatred of the U.S. 
are widespread in Mexico. Vicente Lom- 
bardo Toledano, powerful labor leader 
and close friend of Aleman, dislikes the 
United States and speaks out against 
“Yankee imperialism.” One group in Mex- 
ico is working under cover to build up 
an anti-U. S. bloc of nations in Northern 
Latin America. 

Too obvious co-operation with the 
U.S. can be a political liability, as in 
Padilla’s case. Aleman therefore is likely 
to feel his way and test public reaction 
in charting this phase of his foreign 
policy. 

Toward Soviet Russia, Mexico will 
continue to be a friend—sometimes al- 
most the only friend Russia can count 
upon in this Hemisphere. There are 
strong ideological ties between Russia 
and many of Mexico’s labor leaders and 
intellectuals. In his international policy, 
Aleman will give weight to these ties. 
And Mexico will work for U. S.-Russian 
friendship as the best guarantee of peace. 

Toward Franco Spain, Mexico will 
continue a hostile attitude. Generalissimo 
Francisco Franco's Rightist policies are 
unpopular with Aleman and his associ- 
ates. It was in Mexico that the Republi- 
can Spaniards set up their Government- 
in-Exile after defeat at the hands of 
Franco. Mexico was the first nation to 
recognize that Government, and Mexico 
is pressing for United Nations’ action 
against Franco. 

Under Aleman, who is friendly with 
labor leaders, Mexico may swing a little 
to the Left of the relatively moderate 
course followed by Avila Camacho. That 
swing, however, is unlikely to be great, 
for, in helping to shape Avila Camacho’s 
policies, Aleman has given an indication 
of those which he will follow. 
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INDUSTRIAL GAINS 
OF CANADA IN DANGER 


Higher domestic prices bring wave 
of strikes that threatens country’s 


program for vast 


Canada’s effort to hold on to 
wartime industrial gains is starting to 
run into trouble. The trouble is showing 
up in a new strike cycle, the first major 
setback in the Dominion’s orderly re- 
conversion from war to peace. 

Behind the strikes is the mounting 
pressure of higher prices resulting from 
rising production costs. This pressure 
exists despite Canada’s careful efforts to 
prevent inflation by continuing wartime 
controls over prices, wages and materials. 

The big pressure on Canadian controls 
comes from abroad and chiefly from the 
United States, where price controls have 
given way. As a result, Canadian indus- 
try now must pay more for essential 
imports from the U.S., and Canadian 
goods are being exported to more profit- 
able markets in the U.S., thus aggra- 
vating Canadian shortages and pent-up 
domestic demand. 

The strikes will hamper, and may 
delay seriously, Canada’s program of ex- 
panding export trade. They are to make 
it harder for Canada to keep the position 
she reached during the war as one of the 
leading industrial nations in the world. 
“ Canada’s industry, as a result of war- 
time expansion, ranks fourth behind the 
U.S., Britain and Russia. Plant output 
has doubled, and exports have more than 
trebled. The emphasis has shifted from 
agriculture to manufacturing. Steel pro- 
duction has increased five times; alumi- 
num, six times, and chemicals 50 per 
cent. Machine tools, automobile parts, 
electrical equipment, farm machinery and 
fertilizer are being exported on a bigger 
scale than ever before. 

This is the position Canada is deter- 
mined to keep. To her new industrial 
capacity, she will harness some of the 
world’s greatest natural resources includ- 
ing iron, coal, lead, nickel, copper, zinc, 
uranium, gold and oil. Larger in area 
than the U.S., Canada has more than 
half a million square miles of land that 
can be farmed. Thus, she can match in- 


increase in exports 


dustrial power with agricultural power. 

The key to Canada’s industrial future 
is her ability to market her goods. Twelve 
million Canadians cannot consume all of 
them. They hope to increase their popu- 
lation by immigration, but they count 
chiefly on building up export trade to 
10 times the prewar level and on taking 
over former German, Japanese and Italian 
markets. 

To facilitate this program, Canada has 
given 2 billion dollars in credit to other 
nations. By producing at lower costs, 
Canada hopes to have a competitive edge 
on the U.S. But, from the beginning, 
Canada has recognized that the chief 
obstacle to her postwar aim is inflation. 
| Control over her economy, as strict as 
in wartime, was chosen as the best way 
to beat inflation during the changeover 
to peace. Prices, wages and materials at 
home, and imports, exports and foreign 
exchange are regulated by the Dominion 
Government to keep costs and prices rela- 
tively low and in balance. Subsidies 
still are paid to producers of basic foods, 
farm supplies, textiles and fertilizers. 

During the first quarter of 
this year, the sailing was 
smooth. The cost of living in 
Canada was at least 10 per 
cent lower than in the U.S., 
even before the end of U.S. 
price control. Searce goods 
began to reappear. Despite 
the rapid demobilization of 
a million servicemen, unem- 
ployment was low. Wages 
actually went down with the 
end of war overtime pay. 

Strikes for basic wage in- 
creases, forbidden by law, 
were few. Labor unions, their 
strength doubled during the 
war, aimed for union security 
and to keep pace with indus- 
trial expansion. As a result, 
controls were eased. Price 
ceilings were removed from 


1uxury items. Some wage increases were 
allowed. Some subsidies and export con- 
trols were removed. Then trouble began. 
{| Two things have happened to interrupt 
Canada’s guided reconversion: 

Inflation abroad, and especially higher 
wages, costs and prices in the U.S., 
make Canadian imports of- coal, steel, 
machinery, parts and tools more expen- 
sive and press Canadian costs and prices. 
Existing shortages are made more acute 
because of reduced deliveries caused by 
U. S. strikes. 

Pressures at home thus have been 
increased to the point where widespread 
strikes for higher wages have developed. 
Domestic shortages of material and labor 
already are pushing up production costs. 
Removal of the 2-cent consumer subsidy 
on milk has increased the cost of living. 
With employment high, purchasing 
power and consumer demand remain at a 
peak, pushing hard against price ceilings. 

Strikes in lumber, shipping, auto, rub- 

ber, steel, textile and mining industries 
have forced wage increases that will push 
up production costs further. 
{| Government action now has been taken 
to bulwark Canada’s new industry. Price 
control over consumer items is to be 
strengthened. Foreign exchange rates are 
to be regulated to offset high U. S. prices 
and to increase Canadian dollar credits 
to European nations. The value of the 
Canadian dollar has been increased from 
91 cents to equal value with the U.S. 
dollar. Goods imported into Canada will 
be allowed a slight price increase. 

For the moment, these steps may be 
effective. But emergency controls will not 
solve Canada’s long-term problem. Hopes 
for a big export trade and expanding 
industry are to hinge on continuing ability 
to keep production costs low. 
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AMERICAN FIRMS SEEK. RETURN 
OF HOLDINGS SEIZED BY SOVIET 


430 million dollars is involved 
in zones under Russian control. 
War action caused lesser damages 


American corporations are faced 
with war losses up to an estimated 430 
million dollars suffered by their subsidi- 
ary companies or branches in the areas 
of Eastern Europe now wholly or partly 
under Russian control. 

How these corporations will be 
compensated for the loss of plants and 
other holdings is being given serious 
study by Government officials in the 
State, War, Treasury and Commerce de- 
partments, but the factors involved are 
so complex it already is apparent that 
congressional action finally will be neces- 
sary, as it was after World War I. 

Additional losses may yet be felt in 
other parts of the European war zone, 
where U.S. firms had properties valued 


at 316 million dollars, but settlements in ~ 


those cases will not be so difficult. 

*| Principal U. S. companies involved are 
General Motors, Ford, Anaconda Copper, 
I. T. & T., Standard of New Jersey, 
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SINGER PLANT AT WITTENBERGE 





Socony-Vacuum, Singer Sewing Ma- 
chines, International Business Machines, 
International Harvester, Gillette Safety 
Razor, Eastman Kodak and Woolworth. 
All had branches or affiliated plants in 
prewar Europe. 

Types of losses were damages resulting 
directly from war action and _ indirect 
losses caused by the occupying authori- 
ties. 

Some of the industrial facilities were 
demolished outright by aerial or artillery 
bombardment. 

Other plants were stripped of equip- 
ment as the Russian armies swept 
through. Machinery was loaded up and 
shipped off to Russia as war booty or 
reparations. 

Still other American-owned factories 
undamaged in the fighting have been 
swallowed up since by the nationalization 
of industry in Poland, Czechoslovakia, 
Yugoslavia and Bulgaria and by ad- 


Russian removal of equipment cost company 100 million dollars 
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ministrative restrictions of the occupa 
tion authorities in Austria, Hungary and 
Romania. 

In Western Europe, outside of (Ger- 
many, most of the countries libcrated 
from the Nazis already have begun to 
accept claims from owners of  war- 
damaged property within their borders 
and have announced they will treat 
friendly aliens on the same basis as 
their own nationals. The majority of 
plants found intact in those countries 
were restored to their original owners 
almost immediately after the liberation 
of each nation. 

Within Germany, in the U.S. and 
British zones, American-owned factories 
found undamaged have been blocked tor 
the time being by military order, with 
a small percentage being reopened under 
military government operation to meet 
current minimum needs of the German 
economy. 

Russian removals in the areas occupied 

by the Red Army stopped on May l, 
when the United States Government 
protested. The State Department pointed 
out that the reparations agreements 
which the Russians were using as a 
basis for their actions included the un- 
derstanding that plants of unquestioned 
German ownership were to be_ taken 
first. In reply, the Russians said that many 
non-German factories in their occupa- 
tion zones had been camouflaged in the 
records as German property for protec- 
tion during the war, and consequently 
were subject to seizure. 
"U.S. firms now are getting information 
about their plants. Not all of the expe- 
riences have turned out to be as disastrous 
as the parent corporations at first feared. 
Some specific cases: 

The Singer Company already is being 
permitted by the Allied Control Council 
to negotiate for a new factory in the 
British zone to replace its Wittenberge 
plant cleaned out by Russian troops. 
This is being done because it was gen- 
erally accepted that Singer had cap- 
tured at least 50 per cent of the German 
market for its product before the war. 
The Russians said that, when they 
reached Wittenberge, they found the 
Singer plant being operated under Ger- 
man alien property custody and to be 
manufacturing machine guns, airplane 




















parts and small arms ammunition as well 
as sewing machines. The Singer Com- 
pany’s Wittenberge machinery has gone 
to Podolsk, its one-time Russian factory 
which was nationalized by the Soviets in 
1917 with a loss figured by the company 
at 100 million dollars. 

Standard Oil of New Jersey suffered 
losses in the Ploesti raids, but its Ro- 
manian and Hungarian companies still 
have large refineries and reserves intact. 
These properties—Romano-Americana and 
MAORT-—have not been nationalized, 
but the Russians in occupation authority 
have imposed their methods of operation, 
which Standard opposes. And the oil 
being produced is paid for in local 
currencies, which are not convertible 
and are being eaten up by inflation. 

Socony-Vacuum is out of business in 
Poland and Czechoslovakia as a result 
of nationalization of its properties, but 
may later get some indemnity through 
diplomatic channels. In the U.S. zone 
of Austria, Socony-Vacuum is conducting 
business as usual, but is having difficul- 
ties in the Russian zone. There, two 
refineries are being operated by Socony 
personnel, but the company’s represen- 
tatives are constantly under Russian 
guard and accompanied by Red Army 
soldiers wherever they go. Its Romanian 
company is free to do business and is 
financially self-sustaining, but money 
cannot be transferred. 

I, T. & T. had four major plants in 
Germany, two of them in Berlin. First, 
the Berlin plants were damaged by 
bombing and then Russian troops took 
away the bulk of the remaining equip- 
ment. Now a small part of the plants’ 
capacities has been restored and they 
are operating for the Allied Control 
Council. 

Eastman found that all of the equip- 
ment of its Berlin plant had been carted 
off because the factory had been seized 
by Goering’s Air Ministry to furnish film 
and equipment for the Luftwaffe. East- 
man now operates its plant at Stuttgart to 
supply cameras for U.S. Army PX’s. 

Gillette, whose Berlin factory repre- 
sented an investment of 2% million dol- 
lars, hopes to become an operating: unit 
again. Machinery, which had been re- 
moved, is slowly finding its way back 
to Berlir and is reported in fairly suitable 
condition. 

§ Further losses to U.S. corporations 
are expected before many months when 
the American Military Government be- 
gins to dismantle plants in its zone in 
accordance with the program to hold 
Germany to a specific maximum indus- 
trial level. When that task begins, the 
policy at least will be to give full notice 
to the original owners, who will get first 
chance to buy their own machinery and 
equipment. The proceeds will go into 
a reparations pool. 

§] Compensation by act of Congress or 
through action of an Allied government 





FORD PLANT IN BERLIN 
U. S. firms now are getting information about their properties 


for those companies which suffered 
genuine losses may not appear for many 
months. Meanwhile, many corporations 
have gained considerable relief by writing 
off their war-torn properties on 1942 and 
1943 income tax returns, deducting the 
value of the plants as losses to offset 
portions of their heavy incomes from war 
contracts fulfilled by factories in the 
United States. Thus many of them al- 
ready have been able to recoup up to 
85 per cent of their losses. 

Ultimate procedure is expected to 
provide that, as the United States share 
of German reparations is converted into 
dollars, a pool will be set up and from 
that Congress will authorize payments 
on some system of priorities and per- 
centages. 

* Resumption of investment abroad is 
being urged by the U. S. Commerce De- 
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partment. Whether its effort to stimulate 
action in that direction succeeds prob- 
ably will depend to a large extent on 
whether corporations are satisfied with 
the settlements that must be made out 
of the economic upheaval of the recent 
conflict. The companies feel that their 
tax relief will not cover the damages, be- 
cause they place high values on the good 
will they had established and the lost 
opportunities in the areas from which 
they are being ejected. 

{ Up to Congress. Government agencies 
charged with bringing order onto the 
troubled European economic scene are 
trying to work out proposals that will 
cut to a minimum the losses of Ameri- 
can corporations in the war zones of 
Europe. But they are looking to Congress 
for the final word that may give practical 
satisfaction to the claims. 
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Now producing cameras for Army PX’s in American zone 


JULY 25, 1946 © 13 
















Reported from LONDON 
and WASHINGTON 





Reg. Appd. for U. 


BRITAIN OUT TO REGAIN MASTERY 
OF THE SEAS HELD PRIOR TO WAR 


Her shipyards are building more 
than half of all the merchant 
tonnage now under construction 


Britain is making a determined 
bid to recapture her prewar dominance 
in world shipbuilding. 

The first lap finds her well ahead, 
with British ‘shipyards building more 
than half the merchant tonnage now un- 
der contruction throughout the world. 
Not since the year 1922 have they 
reached such a peak. 

By contrast, the U.S. shipyards, 
which outbuilt the globe in wartime, cur- 
rently account for less than one sixth of 
the new construction. 

Britain's shipbuilding drive has the 
long-range objective of regaining for her 
depleted merchant marine the leading 
position it held in the last years of peace, 
when one third of the world’s sea traffic 
moved in British ships. 

Urgent factors behind the over-all 
British effort are: The beneficial effect 
booming shipyards have on satellite in- 
dustries, the intensive export campaign 
vital to Britain’s postwar economy, and 
the need for foreign exchange. 

{ World competition, of the most intense 
kind lies ahead for Britain in the second 
phase of her program. But the stakes 
will be high, for shipping men of all 
nations anticipate heavy sea traffic in 





both cargo and passengers for the next 
several years at least. 

The U.S. merchant marine will be a 
strong contender. Current volume of 
American shipbuilding is no index of 
present maritime capabilities, for the U. S. 
finished the war with a lot of fast, new 
merchantmen available. The tanker fleet 
is far superior to that of 1939. Britain, 
on the other hand, had the heaviest war 
losses in her passenger liner and passen- 
ger-cargo classes. Her cargo fleet suffered 
much less, but its old vessels require 
extensive modernization to compete with 
faster, more efficient types developed for 
the final war months or now under con- 
struction. 

Other countries which Britain even- 
tually must contend with include Nor- 
way, Denmark, the Netherlands and 
France. All four are busily working to 
build up war-depleted shipping to old 
levels. Sweden is very much in the im- 
mediate picture for, as a neutral, she 
emerged with her tonnage intact. Even 
Italy is seeking to restore extensive war 
losses to her merchant marine. 

But real shipping competition, as dis- 
tinguished from shipbuilding, is some- 
thing yet to come, perhaps a year hence 


when vessels now on the ways start tak- 
ing to the sea lanes. 

This shipping situation has seemingly 
contradictory aspects. War's end saw the 
greatest merchant armada of history in 
being, yet there is a global shipping 
shortage today and new building proceeds 
at a record pace. 

Big reason for that is the U. S. present 

statutes do not permit operators of other 
countries to charter surplus tonnage of 
the U.S., even though the ships might 
be used to advantage during the present 
transition period. Owners abroad must 
buy outright. So good usable ships are 
idle. A lot more are still earmarked for 
military and UNRRA use. Another big 
chunk of the U.S. merchant fleet is 
immobilized because the ships, invaluable 
in wartime, are not suited to economical 
operation in peacetime. Finally, a sub- 
stantial portion is being laid up in reserve 
anchorages as a transport ace-in-the-hole 
for any national defense emergency that 
may develop in the future. In short, the 
U.S. has been taking ships out of circu- 
lation on a large’scale, so the world— 
including the U.S.—is having to con- 
struct new ones. 
{| Britain’s construction program is beset 
by three unwelcome problems: reduced 
labor productivity, higher wages and 
sharply higher cost of materials. 

Productivity at the famous Clydebank 
yards of John Brown Ltd. is reported 
30 per cent below prewar levels for work- 
ers, despite new machinery expected to 
boost those old levels 20 per cent. E. J. 
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U.S. WAR-BORN MERCHANT FLEET AT A RESERVE ANCHORAGE 
Operators of other countries cannot charter surplus tonnage because of present statutes 


Drechsel, staff correspondent of World 
Report at London, reported last week 
that the decline in worker efficiency is 
attributed to war fatigue and Britain’s 
lack of sufficient food to provide ade- 
quate extra rations for those employed 
in heavy trades. British builders are 
aware this combination does not exist 
for Swedish and some other foreign 
competitors. 

Next to the productivity worry is the 
high cost of steel, which has soared as 
a result of an increase of more than 100 
per cent in coal prices since 1938. 

Even so, Britain is still in a better 
position than the U.S. when it comes to 
offering bargains in new ships. 

American shipbuilders, who must pay 
twice as much for labor, readily admit 
this. They estimate Britain can undercut 
American construction costs anywhere 
from 50 to 60 per cent. They concede 
a similar percentage advantage to Dutch 
and Swedish builders. Yet they believe 
there will be ample business for U.S. 
yards in the immediate future. : 

{ Trend in present world maritime con- 
struction is definitely toward smaller 
liners, combination passenger-cargo ves- 
sels, and specialized trade types, such as 
refrigerator ships, ore carriers and the 
like. The know-how of cargo handling 
acquired under wartime stress, is ex- 
pected to have important effects on 


future trade shipping operations. Faster 
handling of cargo, express-speed sched- 
ules, and quicker turn-arounds are the 
indicated points of emphasis in this 
field. 

Britain and France intend to have big 
luxury liners back on the transatlantic 
run—Britain with her two “Queens,” 
Elizabeth and Mary, both 80,000-tonners; 
France with the 50,000-ton Liberte, for- 
merly the Europa of Germany’s prewar 
fleet, plus the veteran 43,000-ton Ile de 
France. 

In most passenger shipbuilding, how- 
ever, the accent is on much smaller ves- 
sels of the so-called “medium type,” 
ranging between 11,000 and 30,000 tons. 
The idea is that they provide a more 
clubby atmosphere for passengers, elimi- 
nate numerous extra personnel required 
by luxury-liner services and make pos- 
sible more frequent schedules at mod- 
erate prices. 

American shipbuilders plan to make 
their new medium-type liners, now build- 
ing, the last word in passengér comfort, 
with air conditioning for tropical or sum- 
mer cruises, the most modern decor and 
other passenger comforts. Electronic navi- 
gational and safety devices developed 
during the war seem certain to be stand- 
ard equipment. 

Until the results of the current ship- 
construction programs start making them- 
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selves felt, the relative Anglo-American 
situation shapes up like this: 

U. S. merchant fleet, both Government 
and privately owned vessels, is still by 
far the world’s greatest, but is being re- 
duced steadily from its peak strength of 
some 5,800 ships and a total gross ton- 
nage of 40,200,000. The level at which 
the postwar merchant marine will be 
stabilized is yet to be determined, but 
the U.S. Maritime Commission is think- 
ing in terms of a minimum active fleet 
of 1,050 ocean-going vessels, represent- 
ing a total of about 7,000,000 gross tons. 

British merchant fleet now numbers 
about. 2,500 vessels for a total of 13.- 
300,000 gross tons, but new launchings 
scheduled for this year will add 300 
or more new ships and another million 
gross tons. 

Despite her shipbuilding drive, Britain 
also is shopping for surplus U.S. mer- 
chantmen of the most efficient types. 
London already has 46 applications on 
file to purchase excess American ships, 
and 23 other foreign nations also want 
to buy, with some 1,200 vessels involved 
in the bidding. American purchasers are 
in the field for another 350 of the war 
shipping fleet. 

Consummation of all these domestic 

and world purchases will mark another 
step toward cutting down the U. S. mer- 
chant marine toward its ultimate postwar 
size, for already close to 1,500 ships 
have been withdrawn and tied up as a 
stand-by reserve. 
{ Ultimate postwar standing of nations 
in world shipping may not begin to 
emerge clearly for some time to come. 
Germany, Japan and Italy are out of the 
picture as important maritime powers. 
Russia’s announced building program is 
modest—600,000 tons by 1950. Britain 
frankly is making the main play. The 
United States at the moment seems con- 
tent with second place. Current Ameri- 
can aim is to have 40 per cent of the 
nation’s foreign trade carried in Ameri- 
can ships, as against 20 to 30 per cent 
in prewar days, when American ships 
transported less than half as much world 
commerce as the British. 
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BANKS PLAN TO SHARE 
IN REVIVAL OF TRADE 


Foundation being laid for an early 
transition from public to private 
financing of world commerce 


The foundation is being laid for 
the eventual transition in American in- 
ternational finance from Government 
loans to commercially sound credits 
through private banking channels. 

Bankers consider that a long pe- 
riod of international prosperity is in the 
offing, given free transactions privately 
financed and no unforeseen political up- 
sets. They believe such prosperity will 
weigh heavily in the maintenance of 
world peace. The recently approved U.S. 
credit to Britain—a “political” loan prop- 
erly the function of government—they 
look upon as only a basic step strength- 
ening the cornerstone from which the 
structure of world prosperity will arise. 

Even now the most optimistic econ- 
omists are talking of a boom that may 
closely approach the artificial heights 
scaled during the war because of Lend- 
Lease and relief shipments. Some econ- 
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omists foresee a possible export level of 
12 billion dollars annually within five 
years. And, within ten years, the U.S. 
economy may have to be adjusted to an 
even higher import figure to make possi- 
ble debt repayment by other governments. 
All recognize that a slow convalescence 
from the war will prevent anything like 
“normal” international trade for some 
months, but most experts see excellent 
opportunities for speeding up the recov- 
ery through co-operation by Government 
and business. 
{ Advisory committee for industry and 
private finance in this co-operation will 
be a group of bankers and industrialists 
which is destined to play an increasingly 
important role in America’s expanding 
postwar foreign investments and _inter- 
national commerce. Officially designated 
as the Committee for Financing Foreign 
Trade, the advisory body was set up by 
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A CONSIGNMENT OF WELL-DRILLING MACHINERY FOR RUSSIA 
The Aldrich Committee will bring the supply and the demand together 
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President Truman, with Winthrop W. 
Aldrich, chairman of the Chase National 
Bank of New York, as its head. 

Need for the committee has been dra- 
matized this early in the peacetime story 
of international finance by new trans- 
actions in which private institutions are 
participating as they regain confidence 
in world stability. A group of New York 
banks joined with the Government’s Ex- 
port-Import Bank in providing the recent 
200 million dollar credit to the Nether- 
lands. A private investment house has 
plans for floating an issue of 50 million 
dollars of Dutch Government bonds in 
the U.S. 

Other overseas credits already are be- 
ing contemplated by commercial and 
investment bankers, advances which they 
will handle themselves or in partnership 
with Government agencies. And, as politi- 
cal moves continue to restore faith in in- 
ternational prospects, more and more 
American financiers and manufacturers 
intend to resume or initiate foreign trad- 
ing and investment. 

Because the new World Bank (Inter- 
national Bank for Reconstruction and 
Development) will operate in the field 
of long-term loans, there remains a need 
for adequate machinery for medium- 
term credits. The Export-Import Bank, 
which recently has been the sole U. S. 
institution in this field, grants only tied 
loans or credits. These are advances 
placed at the disposal of the beneficiary 
with the proviso that they can be spent 
orily for specific purposes, usually pur- 
chase of goods and services in the U. S. 

Such conditions were admittedly neces- 

sary in the chaos of the war period, but 
they are not compatible with traditional 
American economic policy. With the un- 
precedented productive capacity now 
available in the U. S., businessmen know 
that most dollars lent abroad, no matter 
where spent originally, will return home 
sooner or later anyway. 
{ In the U.S., the new Committee will 
function in collaboration with the Na- 
tional Advisory Council on International 
Financial and Monetary Problems, which 
will represent the governmental view- 
point in considerations of lending to other 
countries. When he appointed the Com- 
mittee, President Truman said the aim 
of Government agencies and of private 
industry and finance “is the return of our 
foreign commerce and investments to 
private channels as soon as possible.” 

In the United Nations establishment, 
the Committee will be heard by the 
Economic and Social Council as the 
spokesman for the vast U.S. potential 
in private international finance. Thus 
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there will be provided a world sounding 
board for American industry and bank- 
ing, unfettered by governmental consid- 
erations, on the same high level as that 
to be afforded, for example, to the World 
Federation of Trade Unions and the In- 
ternational Chamber of Commerce. 

Members of the Committee, in addi- 
tion to Chairman Aldrich, are: Gordon 
S. Rentschler, chairman of the National 
City Bank of New York; L. M. Giannini, 
president of the Bank of America, San 
Francisco; Fowler McCormick, chairman 
of the International Harvester Company; 
Paul G. Hoffman, president of the Stude- 
baker Corporation; Irving S. Olds, chair- 
man of the United States Steel Corpora- 
tion; A. W. Robertson, chairman of the 
Westinghouse Electric Corporation; Tom 
K. Smith, president of the Boatmen’s 
National Bank of St. Louis; Herbert H. 
Pease, president of the New Britain Ma- 
chine Company, New Britain, Conn.; 
Champ Carry, president of the Pullman- 
Standard Car Manufacturing Co.; Walter 
J. Cummings, chairman of the Continen- 
tal Illinois National Bank and Trust Co., 
Chicago, and Edward Hopkinson Jr., 
partner in Drexel & Co., Philadelphia. 

Preliminary expressions by these men 
indicate that they expect their group to 
develop into a permanent institution. 
Their intent is to recruit no staff of their 
own but to rely upon the experts of the 
Government agencies represented on the 
National Advisory Council. Since the 
Committee will be primarily a_policy- 
making body, its members feel that they 
can contribute the benefit of their ex- 
perience without having to sacrifice 
supervision of their personal businesses. 

The group will have nothing to do with 
actual lending. It expects that private 
loans will be negotiated by the commer- 
cial banks in accordance with established 
business principles. 

“ The Committee program follows: 

To bring into orderly common effort 
public and private finance, through busi- 
nessmen and bankers, in the foreign field; 

To foster the application of the produc- 
tive capacity of the U.S. in the most 
effective manner possible to the needs of 
domestic consumption and foreign re- 
construction; and ° 

To promote relations between Amer- 
ican and foreign business enterprises for 
the purpose of developing and maintain- 
ing foreign trade, both export and import, 
on a high and expanding level. 

{In the background of American pri- 
vate lending, the experience of the late 
1920s will provide a salutary influence as 
plans are laid for future participation in 


a new growth of world trade. With that: 


period in mind, the bankers will proceed 
with extreme caution and will take spe- 
cial care to see that U.S. loans are not 
used for nonproductive purposes. 

Now the financial people also have a 
world-wide depression and a global war 
behind them. They think the time is ap- 
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Makers of railroad equipment are looking for customers abroad 


proaching when large-scale lending of 
public money to foster international 
commerce must end. They concede the 
need for occasional “political” loans from 
the public funds, but argue that, in the 
granting of such credits, the political 
purposes should be clearly stated. 

All other transactions, the bankers be- 
lieve, should be subordinated to two 
considerations: (a) Are they sound from 
an economic point of view, as far as the 
borrowers are concerned? and (b) How 
do they affect America’s economic re- 
sources? 

Exports will zoom for a number of 
reasons, and international traders are 
confident there will be ample markets for 
both the U.S. and Britain. Among other 
factors contributing to expansion for the 
two countries will be the markets once 
supplied by Germany and Japan. 

Meanwhile, in the U.S., despite. cur- 
rent shortages and a domestic sellers’ 
market, surplus capacities are in prospect 
in some of the important heavy-industry 


fields. Already makers of railroad equip- 
ment and some types of machine tools 
are looking for customers abroad and 
soon communications and power-equip- 
ment manufacturers expect to be pro- 
ducing beyond American consumption. 
All of these goods are badly needed 
abroad, and one of the jobs of the Ald- 
rich Committee, along with Government 
officials, will be to bring the supply and 
the demand together. 

{ Outlook, all in all, is for a new com- 
manding position in international trade 
for the U.S., with mature co-operation 
between business and Government. In 
the world of tomorrow, the American 
business community is now aware, Gov- 
ernment, bankers and businessmen will 
have to work together in international 
commerce ‘to promote their mutual wel- 
fare. The Government has made an over- 
ture by asking the aid of the Committee. 
Now the Committee members have set 
to work to carry out their share of the 


. responsibility. 
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BARGAINS IN WAR SURPLUSES 
BRING U.S. PRIVILEGES ABROAD 


Overseas property sold at average 
loss of 72 per cent, but footholds 
are obtained in strategic areas 


Eighty countries are buying U. S. 
surplus property abroad at bargain rates. 
The U. S. Government now has disposed 
of $3,496,348,000 worth of overseas 
property at a 72 per cent loss. 

Goods and equipment worth an 
estimated 7 billion dollars, located in de- 
pots, stock piles and military installations 
all over the world, still are to be sold. 

A speed-up in sales has been re- 
ported during recent months. U. S. Army 
surplus hospitals are being used to care 
for the ill and wounded in China, farms 
are being worked with Army tractors in 
France, U. S. emergency rations are feed- 
ing the people of the Philippines and 
railroads are being run with surplus 
equipment in Poland. 

The largest sales are being made to 
nations buying in bulk most of the prop- 
erty left on their soil. These purchases 
provide everything from useful civilian 
commodities to scrap and worthless junk. 
“| What the U.S. gets from these sales 
gives America a foothold in strategic 
areas of the world, as well as some return 
in cash and credit from property left 
overseas after the war was won. From 
this, the U.S. now has realized $1,162.,- 
000,000. Aside from money and credits, 
the U.S. has used its surplus war goods 
to bargain for these things: 

Landing rights. U. S. commercial 
planes are given the right to land on im- 
yortant round-the-world airports built 
during the war. Such a port is Payne 
Field in Egypt, one of the largest and 
best equipped, and an important link 
in the chain of airfields connecting the 
U.S. with the Orient. The field now is 
being overated by the Egyptian Govern- 
ment which took it over as part of the 
transfer of all U.S. property in Egypt 
to the Egyptian Government. 

U.S. military planes also will be al- 
lowed to use Payne Field until the end 
of this year. By then, the U.S. Army is 
to be withdrawn from Egypt, but if the 
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U.S. finds further military use for the - 


field, a new agreement may be reached. 

Navigational aid stations, important 
for long-range flying, are to be maintained 
in some of the countries which used them 
during the war. The Spanish colony, Rio 
de Oro, on the Northwest coast of Africa 
is one of these. Weather and communica- 
tions stations left there by the U. S. Army 
Air Forces will continue to provide the 
U.S. with reports for planes crossing the 
Atlantic. 

U. S. fleet repairs in the Pacific will be 
simplified by the use of drydock facilities 
in China. The Chinese Government 
agreed to permit the U.S. Navy to use 
these docks for the next 30 years. This 
time has been given China to pay for 5 
million dollars worth of U.S. surplus 
property supplied for drydock repairs. 

Real estate holdings abroad, amount- 
ing to between 100 million and 150 mil- 
lion dollars may be purchased by the 
U.S. Government in return for surplus 
property. These purchases may give the 
U.S. new building sites for embassies 
or otker buildings to house U. S. Govern- 
ment activities. 

Cancellation of claims against the U. S. 
Government, amounting to millions of 
dollars, is being offered in return for 
surplus property. This will pay for the 
public buildings and houses used by the 
U.S. during the war, and will take care 
of accidental property damage in most 
Allied nations. 

Political bargaining: U.S. can use its 
overseas surpluses to win political points 
with other nations. Poland is an example. 
The U.S. wanted Poland to lift strict 
censorship of news coming out of Poland 
and to give the details of trade agree- 
ments with other countries. When Poland 
fulfilled commitments to do these things, 
she received credits to buy up to 50 mil- 
lion dollars worth of surplus property 
wherever she can find it. 

Trade with other nations is to be 
stimulated by the presence overseas of 
large quantities of U.S. equipment. By 


the time U.S. producers are ready to 
seek markets overseas, new equipment 
will be in demand to standardize plants 
built around surplus supplies, and _re- 
placéments will be needed for worn-out 
material. 

Trade marks and trade names are pro- 
tected against unfair treatment by terms 
of surplus property sales. Property ac- 
quired from surplus stocks cannot be used 
to undersell new products now being 
sent overseas by the same manufacturer. 
Also, a dealer in surplus stocks is not per- 
mitted to sell property if its condition 
would harm the name of its manufac- 
turer. On the other hand, the perform- 
ance of U.S. equipment, so much better 
than most in the world, is doing much 
to advertise the names it carries. 

Some U.S. manufacturers are wary 
of surplus disposal of their products 
overseas, because of the possibility that 
hard combat usage has reduced stand- 
ards of performance. They also are afraid 
that the flood of their products on mar- 
kets abroad will interfere with purchases 
of new equipment from the U. S: Large- 
scale exports still are in the future for 
many manufacturers, however. Nations 
outside the U.S. need surplus products 
right away. 

“ What nations abroad get has much to 
do with their ability to raise standards 
of living to prewar levels. 

Transportation equipment. Poland’s 
commerce, depending upon her coal 
production, is overcoming a_ paralysis 
that resulted from lack of transportation 
to move coal. Railroads are being rebuilt 
with surplus U.S. equipment purchased 
out of 50 million dollars of U.S. credits 
and a 2 million dollar gift of surplus 
bridging equipment from Britain. Polish 
coal will do much to revive other Euro- 
pean industries, such as the Swedish 
steel industry. 

Until railroads return to normal peace- 
time efficiency, a heavy load is being 
borne by trucks purchased from surplus 
stocks. In Holland alone, 40,000 heavy 
trucks are being sold. The Dutch Govern- 
ment already has purchased 12,000 of 
these, as well as 1,500 jeeps. 

Air lines throughout the Pacific are 
coming back to life with equipment pur- 
chased from U.S. surplus supplies. The 
Philippine commercial air transport is 
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made up entirely of surplus planes and 
equipment. 

Small boats from U.S. Navy surplus 
stocks are put to widespread use in the 
Far East. In the Philippines, they are 
used for interisland trade. In China, they 
are carrying products into the interior, 
reached best by river transport. 

Relief supplies are purchased by the 
United Nations Relief and Rehabilitation 
Administration from surplus property. 
UNRRA has bought 148 million dollars 
worth of these supplies at a cost of 67 
per cent of original value. 

Tractors, mules and horses are being 
purchased by UNRRA to re-equip the 
farms of Europe. Transportation prop- 
erty, ranging from railroad equipment to 
heavy trucks, has been bought by 
UNRRA to distribute food and clothing 
throughout relief areas. In these same 
regions, surplus medical supplies, bought 
out of UNRRA funds, are being used to 
equip entire mobile hospitals left by 
the Army overseas. 

Guns and fighting equipment declared 
surplus are sold to nations abroad at 
scrap prices. Friendly nations, such as 
the Netherlands, France and Britain, 
have been permitted to buy some serv- 
iceable weapons, after the sale was ap- 
proved by the U.S. War, Navy and State 
departments. Other sales are expected 
to give Latin-American nations standard 
U.S. military equipment, if Congress 
passes the proposed military co-opera- 
tion bill. 

New sources of supply are being 
opened by a recent U. S. Government 
decision to permit nations abroad to buy 
surpluses in the U. S. If the property also 
is in demand in the U. S., other govern- 
ments must meet the same credit terms 
given to U. S. buyers—4 per cent interest 
over five years. 

Property that U. S. buyers do not want 
may be sold on better terms. The U. S. 
gives its overseas customers 20 years to 
pay interest amounting to 3 per cent. 

Abandoned supplies. Millions of dol- 
lars worth of surplus property is written 
off the books as unsalable. The Stilwell 
Road for the wartime supply of China 
through Burma cost the U. S. more than 
137 million dollars, but it has no peace- 
time value. Also 11 military airfields in 
Burma, costing 15 million dollars, will 
bring no returns to taxpayers. 

Long-term prospects. The U.S. is to 
lose all but a small percentage of the 
dollar value of its surplus property sold 
abroad. Most of the large sales to other 
governments give buyers 30 years to pay 
for surplus property at interest rates 
running near 2 per cent. 

As compensation for the loss in dollar 
values, the U. S. is gaining new property 
and vrivileges abroad. It has new build- 
ings and port facilities, it is maintaining 
its vast air transport network, and it is 
making the name of U. S. products heard 
throughout the world. 
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U.S. ARMY TRUCK DEPOT IN JAPAN 
Sales and transfers give America concessions in strategic areas 
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ILLICIT TRADE IN GOLD THRIVES 
WITH WIDESPREAD INFLATION 


Wealth of 3 continents finds refuge 
in precious metal. ‘Open’ markets 
flourish. Triple U.S. price is paid 


An illicit world-wide trade in 
gold has sprung up around 15 “open” 
markets in the Middle East and Latin 
America. 

Millions of dollars in coin and 
bullion change hands monthly in this 
underground “yellow market,” which 
finances Europe’s black markets in com- 
modities and fattens the wealth of hoard- 
ers from Budapest to Calcutta. 

Heavy bidding for the precious metal 
has sent prices as high as three times the 
U.S. Treasury price of $35 an ounce. 
Governments as well as individuals are 
dabbling in the lucrative trade. Ameri- 
can officials believe some _ gold _ re- 
leased by the United States Treasury 
to other governments at the $35 price 
has found its way into the “yellow 
market.” , 

The United States’ 170 million dollar 
gold industry, which faces a long-term 
depression under the Treasury's $35 gold 


U.S. BULLION REPOSITORY IN FORT KNOX 


ceiling, is pressing for free access to the 
world’s “open” markets. 

“ World-wide inflation sustains the il- 
legal commerce in gold. Everywhere, 
outside of the Anglo-American countries 
and Russia, wealth is fleeing from soar- 
ing currencies. Real property is one 
refuge. But gold is at a premium, for it 
is more easily moved and more easily 
hidden from tax collectors and national- 
ization decrees. 

Not even American dollars or British 
pounds, the world’s two strongest cur- 
rencies, can compete with gold. Italian 
black marketeers will pay three times as 
much in lire for gold as they will for 
dollars. In Palestine, gold sovereigns are 
hawked for two-and-a-half times their 
gold value in British pounds. 

Every government in the world has 
abandoned gold as currency. But in 
Hungary and Greece, Europe's two worst 
inflation zones, gold has become the extra- 
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Did the “yellow market” get a share of Treasury-released gold? 
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legal currency of the land. In other 
countries of Europe and in the Middle 
East, gold circulates alongside inflated 
paper- as the currency of the illegal 
markets in commodities. 

The demand for gold as extra-legal 
currency, as well as its value for hoard- 
ing, contributes to the boom in gold 
prices. 

“ Prices of gold vary from day to day 
and place to place in the world’s govern- 
ment-countenanced “open” markets. 

The demand for gold for illegal export 
has become so keen that the Bank of 
Mexico has sold large quantities at $40.53 
an ounce. The Chilean mint is auctioning 
gold pesos at $44 an ounce. Recent 
transactions were made at $71 an ounce 
in Bombay, $108 an ounce in Cairo and 
$110 an ounce in Athens. 

U.S. Treasury officials believe the mar- 
ket is thin at these inflated values. Efforts 
of one black market operator to hide his 
gains in gold hoards are believed to have 
doubled the price of gold in Cairo within 
a few days. In one brief period, small 
sales by the Egyptian Government 
knocked down gold prices in the bazaars 
by 50 per cent. 

U.S. miners have been told by the 
Treasury that they would gain little by 
getting into this market. Their gold 
would drive prices down quickly to the 
$35 floor maintained the world over by 
U.S. willingness to buy from all comers 
at that price. 

The mine operators are willing to take 
their chances on this. But the Treasury 
also points out that sales of gold abroad 
to individuals could only be carried out 
in violation of the laws of other countries. 

Governments can buy gold from the 
U. S. Treasury at $35 an ounce, and no 
government in the world permits free pri- 
vate trade in gold across its national 
borders. In areas where a government 
or central bank does not retain a monop- 
oly of gold imports and exports, jewelers, 
dentists and other industrial users can 
import gold only under close license. 

Most nations, like the U.S., even pro- 
hibit private holding of gold except for 
limited industrial use. Fifteen countries, 
however, permit private gold holding and 
gold trade within their borders. These so- 
called open markets exist in Egypt, India, 
Iran, Iraq, Palestine, Trans-Jordan, Syria, 
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Lebanon, Greece, China, Cuba, Chile, 
Brazil, Mexico and Argentina. 

World gold trade is carried on in a 
part-legal, part-illicit twilight zone of 
commerce centering around these open 
markets. A gold peso bought legally in 
Mexico City frequently changes hands 
legally seven times, but goes through 13 
other illegal transactions before it winds 
up, legally, in the coffers of an east Indian 
potentate. 

An ingenious smuggling net keeps the 


‘ gold flowing through the arteries of 


world trade. The yellow metal is carried 
in the form of coins, bars, dust and jew- 
elry. It moves in false-bottomed suitcases 
and specially built containers strapped to 
the bodies of plane passengers. Spanish 
ships carry much of it across the Atlantic. 
{ Governments gain through the illicit 
private trade in many countries, and some 
actually aid the commerce in gold. 
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They paid for their purchases with rupees 
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Mexico is one of the big suppliers of 
gold for Europe’s black markets. Millions 
of dollars worth of the yellow metal have 
been smuggled out by plane to Cuba, 
transferred to Spanish freighters, sneaked 
past the lax Spanish customs and carried 
illegally over the Pyrenees Mountains 
into France and Central Europe. 

The Mexican Government has done 
little to stop this illicit trade. The Bank 
of Mexico, which buys gold from Mexico’s 
mines at $35 an ounce and purchased 
109 million dollars worth from the U. S. 
Treasury at the same price in 1944, now 
is selling gold openly at a 16 per cent 
profit. The buyers of this gold, to make a 
profit, have to put it into the world trade. 

Cuba, as the transit point for gold 
en route to Europe and the East, charges 
a small duty on gold declared at customs. 
In four months last winter, $1,800,000 
worth of gold entered at Cuban customs, 
mainly by plane from Mexico. No 
one knows how many millions 
were smuggled in illegally, but 
gold prices soar every time a 
Spanish ship enters the port of 
Havana. 

Chile is profiting indirectly from 
illegal gold exports to Argentina, 
where the yellow metal brings as 
high as $50 an ounce. The Chilean 
mint coins the product of Chile’s 
mines into gold pesos and acts as 
broker for the miners in selling 
these coins to the public at a 
weekly auction. Recent sales 
brought $44 an ounce. 

Bernard S. Redmont, World 
Report staff correspondent, reports 
from Santiago that the gold pesos 
are smuggled over the 2,000-mile 
mountainous border into Argen- 
tina. He adds: “This solves an 
unfavorable trade balance prob- 
lem caused by Chilean imports of 
cattle and manufactured goods 
from Argentina. It also helps high- 
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cost Chilean mines which could not oper- 
ate at the $35 price.” 

India is a profitable open market for 
smuggled gold from many parts of the 
world. The Government of India, the 
British dollar pool and the United States 
have taken advantage of this market by 
selling South African gold to Indians for 
as much as double the U. S. Treasury 
price. 

The U. S. paid for its share of the gold 
in dollars at New York. She received 
rupees in India from the proceeds of the 
sale at a rate much higher than the 
official exchange rate. The rupees were 
used to pay U. S. troops in India. 

Egypt has made similar sums by jump- 
ing in and out of her own gold market. 
Like the Government of India, the Egyp- 
tian Government justifies gold sales as 
an anti-inflationary device. But the sales 
hampered inflation little in either country 
and the gold undoubtedly found its way 
into the illicit yellow markets of the 
world. 

Similar stimulation to the gold trade 

has come from government sales of gold 
in Iran, Iraq, Trans-Jordan, Palestine, 
Syria, Lebanon and Greece. Undisclosed 
quantities of gold shipped by the U. S. 
and Britain to underground movements 
in North Africa, Greece and other Euro- 
pean countries during the war also are 
involved. 
§{ How much gold is hoarded or cir- 
culated privately throughout the world 
is anybody's guess. Estimates run to 
billions of dollars. The U. S. is urging 
other governments to clamp down on the 
trade. Peru this month called in all private 
gold holdings. But, even in the U.S., 
some gold mined by prospectors and gold 
from melted-down jewelry and other in- 
dustrial sources is leaking across the 
borders to Mexico and Cuba. 

As long as widespread inflation makes 
the trade profitable, illicit gold will cir- 
culate around the world. 
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While the dispatches from abroad 
from day to day have been giving the 
impression that the major powers are 
shifting their basic positions, the truth 
is that, with remarkable consistency, 
Great Britain, Russia and the United 
States are adhering to their original 
concepts of how the peace treaties 
that will end World War II should 
be written. 

(WORLD REPORT presents here- 
with an analysis of the respective 
approaches of the Big Three from 
the time they were fighting the war 
to the present summer, when an at- 
tempt is being made to make peace 
settlements on which 21 nations can 
agree.) 


— FIGHTING in World War II has 
ended, but what is left resembles 
peace in that respect alone. Bound- 
aries are not yet fixed. Whole peoples 
do not yet know if they are to become 
nations. The conditions of peace have 
yet to be determined. 

It is recognized that this interim pe- 
riod of confusion between conditions of 
war and conditions of peace must be 
brought to an end before the world can 
proceed far in its plans for the mainte- 
nance of peace. 

The first conference of the Big Three 
—really a preliminary to the coming 
Peace Conference—was held at Moscow 
in October 1943, when Cordell Hull for 
the U.S., Anthony Eden for Britain, 
and Vyacheslav Molotov for Russia 
sought agreements on what was to follow 
the war. A Chinese delegate also was 
present. They reached two agreements 
concerning the maintenance of peace 
and two others dealing with the mak- 
ing of peace. These agreements were 
clearly separated in the first of four dec- 
larations that followed the conference. 

On the maintenance of peace, they 
agreed: 

(1) That an international organiza- 
tion based on the equality of all “peace- 
loving nations,” great and small, was 
necessary; and, 

(2) That the maintenance of peace 
in the interim between the end of the 
war and the creation of a system of gen- 
eral security should be the business of 
the great powers, which, as a last-min- 


ute concession by Russia, would in- 
clude China. 

The states to be united in a world 
organization for the maintenance of 
peace were not, therefore, to be con- 
cerned with making the peace. The 
Foreign Ministers at the first Moscow 
meeting also discussed this separate 
task and set the course to be followed. 

On the making of peace, they agreed: 

(1) That a rapid and orderly transi- 
tion from war to peace was desirable; 
and, 

(2) That the making of the peace 
was to be the business of the great 
powers. 

The last of these points was not 
stated in so many words. The U.S., 
Russia, Britain and China were fighting 
a still formidable group of enemies. 
Confident though they may have been 
of victory, they could not afford to 
alienate any of the lesser powers fight- 
ing with them. 

The Foreign Ministers declared that 
their four governments would continue 
united action “for the organization and 
maintenance of peace and security.” 

In the second and third declarations, 
the U.S., Russia and Britain alone laid 
down the principles to be followed in 
dealing with Italy and Austria after the 
war. The participation of other powers 
in fixing these principles was not men- 
tioned. Only in the fourth declaration, 
concerning the treatment of German 
war criminals, did the Big Three de- 
clare that they were acting “in the in- 
terests of the 32 United Nations.” 

These decisions at Moscow were fun- 
damental. All “peace-loving states,” 
large and small, might co-operate in 
the maintenance of the peace. Making 
the peace was to be the business of the 
great powers. These decisions set the 
pattern for all subsequent negotiations. 
This pattern, in its general outline, has 
been followed since. 

Little could be done toward the 
making of the peace until war was won. 
There was, however, nothing to stop 
progress on the agreed course toward 
the international organization that was 
to help maintain peace. 

Representatives of the Big Four met 
at Dumbarton Oaks in Washington and 
produced a draft charter for the United 


HOW THE BIG THREE 
DICTATE THE PEACE 


Nations organization. Fifty nations sent 
delegates to San Francisco, where 
France joined the Big Four in leading 
the conference to an agreement on a 
draft charter. In January 1946, the 
United Nations organization was 
launched. 


BASIS FOR TREATIES 


Peacemaking pursued its separate 
course as the Moscow Declaration had 
suggested. On this course, the strongest 
nations in the world, the U.S., Russia 
and Britain, frequently used different 
tactics. 

In February 1945, the leaders of the 
Big Three met at Yalta in the Crimea 
and set up machinery for regular co:- 
sultation among the three Foreign Min- 
isters. They were to meet every three 
months. This provision enabled the Big’ 
Three to face with confidence break- 
downs of their negotiations because of 
the knowledge that they were to meet 
again and start afresh. It was a valuable , 
provision. For, when the leaders of the 
Big Three met at Potsdam on the out- 
skirts of Berlin in July 1945, the war 
had ended and the inevitable distrust 
among the victors set its cold hand on 
the negotiations. 

Roosevelt was dead. Churchill was 
preparing to face the electoral test that 
was to unseat him. Yesterday’s allies in 
war suddenly were brought face to face 
with the fact that they must be com. 
petitors in the peace. Moreover, the 
course toward this peace was set. Only 
the tactics would differ. 

The Russians, realists to the core, 
were particularly conscious of this com- 
petition for world influence. In the Rus- 
sian view, however, the U. S. and Britain 
are old partners out to beat a strong 
newcomer in the game of power poli- 
tics. So the Russians play their cards 
close to their chests and drive hard bar- 
gains when they can. | 

The British, whose long experience 
defending their Empire made them vet- 
erans of power politics, at first ap- 
peared to be encouraging the U.S. to 
take the position of mediator between 
Britain and Russia. As negotiations 
toward the peace grew long, the U. S. 
patience grew short. The Conservative 
Government in Britain went down and 
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Agreements Reached During the War 
Influence Decisions Being Made Today 


a Labor Government took over. The 
lifelines of Britain’s Empire stretch far 
for a nation in third place among the 
powers of the world. So the British 
shifted their tactics toward the role of 
mediator between Russia and the U. S. 
as the U. S. took the lead in competing 
with Russia. 

The Americans, after Potsdam, 
seemed eager for speed and impatient 
of any delay in the complex negotia- 
tions of peacemaking. Some called this 
eagerness “hot-pants diplomacy.” They 
said the U.S. delegates seemed con- 
cerned only about taking a plane, sign- 
ing a treaty and flying back home quick- 
ly. Others saw cold Yankee logic behind 
such tactics, logic based on the premise 
that delay in making the peace could 
only prolong the wartime chaos in which 
well-organized Communist minorities of 
Europe could thrive to Russia’s ad- 
vantage. 

The agreements reached at Potsdam 
all reinforced the pattern laid down at 
Moscow in 1948. When the Big Three 
agreed, the Potsdam and Moscow 
rules and regulations appeared flexible 
enough. When interests clashed, each 
power charged the cuther with violations 
of the basic rules. 


TACTICAL BATTLES 


Two of the agreements reached at 
Potsdam became the centers of tactical 
battles among the Big Three. They 
were: 

(1) That only those states signatory 
to the surrender terms should sit on the 
Council of Foreign Ministers when it 
discussed treaties for the Axis satellites, 
but that other members were to be in- 
vited to: participate when matters di- 


rectly concerning them came under dis-’ 


cussion; and, 

(2) That the preparation of draft 
treaties for Italy, Romania, Bulgaria, 
Hungary and Finland were to be the 
first business of the Council. 

Differences over the first point 
wrecked the next meeting of the Coun- 
cil of Foreign Ministers in London. 
The U.S. and Britain suggested that 
France and China sit in on the general 
discussion of all treaties. Neither had 
signed the surrender terms for the 
Balkan nations, but Molotov’s oral agree- 


ment enabled both nations to join the 
Council at London. Suddenly, Molotov 
demanded that, under the Potsdam 
rules, France and China be excluded 
from the meetings. 

The resulting deadlock brought an 
end to 22 days of bitter clashes. At no 
time did any of the powers suggest that 
Greece, Yugoslavia, Belgium, the Neth- 
erlands and Norway, all vitally involved 
in the peace treaties, be invited. The 
attitude of the three governments 
toward the powers below the France- 
China level remained as described in 
that portion of the Potsdam Declaration 
dealing with the Italian treaty. 

“They trust that the other interested 
Allied governments will share these 
views.” 

At a second meeting of the Council 
in Moscow three months later, the Rus- 
sians agreed to admit France as a con- 
sultant on the Balkan peace treaties. 
Russia’s acceptance of this departure 
from the Potsdam Agreement was in- 
spired in part by the hope that a French 
Communist Government would take of- 
fice and support Russia in the Council, 
thus balancing the U. S.-Britain partner- 
ship in European matters. 

When the Council met at Paris this 
spring, there was little progress on the 
Italian and Axis satellite settlements. 
Byrnes presented a U.S. plan for Ger- 
man disarmament and suggested that 
the Council consider the Austrian 
treaty, but Molotov insisted that the 
Council follow the agreed schedule and 
hammer out treaties for Italy and the 
Balkans. The Council again adjourned 
with few decisions made. This time the 
U.S. shifted its tactics. 

Byrnes announced that the U.S. 
would turn the whole question of the 
peace treaties over to the United Nations 
Assembly when it meets this autumn 
unless the Council had draft treaties 
ready for the Peace Conference. Delay, 
the U. S. argued, was becoming a threat 
to the maintenance of peace. 

Moscow Radio charged that the U. S. 
was preparing to break the basic agree- 


- ments on procedure laid down at Mos- 


cow in 1943 and in all subsequent con- 
ferences. This was true. The U.S. and 
Britain, eager for the “rapid and orderly 
transition from war to peace’ pro- 


nounced desirable at Moscow, had found 
a basic weakness in the armor of their 
Russian competitor. They found it by 
watching Russia’s attitude toward the 
United Nations in its task of maintain- 
ing the peace. 


ROLE OF WORLD OPINION 


Developments in the U. N. had shown 
that the Russians were not oblivious to 
world opinion. For the United Nations 
still has no other weapon than world 
opinion to mobilize in defense of its 
principles against a great power. This 
weapon was sufficient to prevent Russia 
from leaving the U. N. Security Council 
and to induce her to take her troops out 
of Iran as the Council insisted. This was 
the weapon that the U.S. now threat- 
ened to use against Russia if no agree- 
ment could be reached on the treaties. 

Russia met this threat by changing 
her tactics, too. Compromise became the 
keynote of the Second Paris Conference. 
In this meeting, just ended, the Big 
Three and France have agreed to drafts 
of the Italian and Axis satellite treaties 
that are to go to the Conference of 21 
Nations. Russia’s delegate, with these 
treaties on their way, has stated Russia’s 
views on Germany. The log jam is 
broken. 

Ahead of the peacemakers lie prob- 
lems far more important than the treat- 
ies for Italy and the satellite states. The 
future of Germany and Austria will re- 
quire long debates. The treaty for Japan 
is still to come. 

It is probable that the U.S. will not 
carry out its threat to take the peace- 
making problems to the world organi- 
zation designed to maintain the peace. 
The U.N. was deliberately freed from 
the peacemaking job and even from the 
responsibilities of imposing the decisions 
of the peacemakers on the defeated 
powers. Both these tasks remain the 
business of the Big Three. The rules laid 
down at Moscow and developed in later 
conferences still apply. 

There is, however, an excellent chance 
that the peacemakers will proceed with 
more confidence toward their common 
goal. They are aware now that the peo- 
ple of the world, for whose support each 
of their governments compete, desire a 
reasonable and speedy settlement. This 
factor weighs heavily on the Big Three 
and influences the tactics they employ. 
For they realize that the overwhelming 
majority of the world’s peoples are eager 
to have done with the job of settling the 
war and get on with the business of uni- 
fying peoples against more wars. 
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Aftér Two Wars 


p= INCREASES during World War II, and through seven months 
after the end of the war, generally have been smaller than 
during the corresponding World War I period. This is because the 
technique of price control has been much better developed and 
executed and, in most countries, a larger part of war expenditures © 
has been met by taxes and long-term financing. 

Inflationary pressures dammed up during World War II are now, 
however, making themselves felt increasingly as the power of en- 
forcement by governments and the people's willingness to submit to 
controls diminish. What the future holds is tied up with adminis- 
trative and legislative action now and in the weeks to come. 

As shown in the Worldgraph, the wholesale price index in the 
United States increased from 100 in 1913 to 207 after World War I. 
By comparison, the wholesale index rose in World War II from 
100 in 1939 to 143 seven months after the war. 

Germany provides the extreme example of price stability, despite 
the war, defeat and military occupation. Wholesale prices in Ger- 
many (which increased from 100 in 1939 to 116) were stabilized 
by Nazi controls, some of which have been retained by U.S. Army 
authorities. As a result, they are lower than in neighboring countries 
like Sweden (175), Switzerland (202), Norway (170), Finland 
(214) and Czechoslovakia (169). In Germany, however, black 
market prices have shot up about 100 times prewar prices. 

China (not shown on the chart), at the other extreme, shows the 
effects of tremendous note printing without price controls. Whole- 
sale prices are up 1,500 times prewar figures. 

Effects of the war—and defeat—are also graphically shown by 
the skyrocket increases shown in Japan (from 100 before Pear! 
Harbor to 1,700) and in Italy (from 100 in 1939 to 3,200 just before 
the fall of the Italian Monarchy. ) 
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U. S. FORCED TO CURB EXPORTS 
TO PROTECT DOMESTIC SUPPLY 


Boom in sales abroad, inspired by — 
record backlog of dollar exchange, 
necessitates tightening of controls 


World demand for scarce Ameri- 
can goods is forcing the U.S. Govern- 
ment to clamp down tighter export 
controls to protect domestic needs. 

With exports at the highest level 
in 25 years and going higher, fears have 
risen that U. S. markets would be stripped 
of scarce goods by purchasers abroad. 

Demand for goods abroad is unprece- 
dented. Buyers have plenty of dollars and 
are willing to pay premium prices. With- 
out controls, some trade experts think, 
far more goods would be channeled out 
of the country, making supplies scarcer 
and more expensive in the U. S. 

* Commercial exports, which do not in- 
clude United Nations Relief and Rehabili- 


tation shipments or Lend-Lease, have - 


risen sharply since war's end. During the 
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STOWING CARGO ABOARD A U.S. FREIGHTER 


first quarter of 1946, U. S. goods were 
being exported at an annual rate of 
$6,364,000,000, about a fifth above the 
1929 level. The chart on next page shows 
what may be expected if the first quarter’s 
trend continues. 

Foodstuffs will show big export gains 
over last year. Meat shipments will in- 
crease 400 per cent; animal fats and oils, 
150 per cent; dairy products, 300 per 
cent; fruits and vegetables, 100 per cent. 
Shipments of grains and grain products 
are to be three times last year’s total of 
198 million dollars. 

Raw cotton exports will jump 175 per 
cent over last year, from 93 million dol- 
lars to 256 million. 

Petroleum exports will more than dou- 
ble. Last year’s shipments were valued at 
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Demand for American goods abroad is unprecedented 
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188 million dollars, compared with the 
present annual rate of 396 million. 

Steel mill products will jump 22 per 
cent, from 279 million dollars to 340 
million. 

Industrial machinery exports will be 
up 2 third over last year, from 332 mil- 
lion dollars to 448 million. This still would 
be slightly under ¥940’s 451 million. 


Tobacco shipments are to rise 75 per 


cent, from 206 million dollars in 1945 to 
360 million in 1946. 
Automobile exports will increase by 84 


per cent, from 161 million dollars to 296 | 


million. 

Cotton manufactures will more than 
double, spurting from 138 million dol- 
lars in 1945 to 280 million for this year. 

Electrical goods are to make a 45 per 
cent gain, from 121 million dollars to 176 
million. 

Pharmaceuticals will advance 38 per 
cent, from 84 million dollars to 116 
million. 

U. S. exports now are flowing out in a 
broadening stream to virtually every 
country in the world. But more than half 
the total is being purchased by the most 
important six outlets. In the order of 
importance, they are: Canada, Great 
Britain, France, Mexico, Brazil and the 
Philippines. 

Other leading buyers are Cuba, China; 
Belgium and Mediterranean Africa. 

{ Significant changes have occurred since 
1937 in the line-up of nations buying 
from the U. S. 

Canada during the war moved Britain 
out of top position among U. S. custom- 
ers. Canada this year has been buying at 


an annual rate of $1,060,000,000. Britain ~ 


stands in second place with annual pur- 
chasing rate of 908 million. With approv- 
al of the British loan, Britain soon may 
regain first place. 

Latin America has moved up in im- 
portance. U. S. exports to the other Amer- 
ican republics now are triple the 1937 
level. Brazil has made the most sensa- 
tional gain, jumping from fourteenth to 
fifth place on the list of world markets 
for U.S. goods. Brazil has been pur- 
chasing this year at an annual rate of 
320 million dollars. 

‘Mexico rose from sixth to fourth place; 
Cuba from tenth to seventh. Total Latin- 
American purchases from the U. S. now 
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are running at an annual rate of $1,852,- 
000,000. 

Germany and Japan, once high on the 
U. S. list of export customers, have 
dropped almost completely out of the 
picture. In 1937, Japan was the third 
best U. S. customer, taking 289 million 
dollars worth of exports. Germany was in 
fifth place with 126 million. 

Italy, on the other hand, rapidly is re- 
entering international markets. Her cur- 
rent annual purchase rate is nearly double 
the 1937 figure of 77 million dollars. 

The Philippines show the sharpest in- 
crease. Current annual rate of 316 million 
dollars is about 3.7 times 1937’s 85 mil- 
lion; twelve and a half times the 25 
million dollar figure for 1945. 

China’s commercial imports from the 
U.S. are changing from a tricklé to a 
stream. Present annual rate of 204 mil- 
lion dollars is a fourfold increase over 
1937’s 50 million; seven and a half times 
last year’s triekle of 27 million. 

Russia, never a very heavy buyer, has 
not increased her imports from the U. S. 
as much as have most European coun- 
tries. Annual Russian purchasing rate is 
around 56 million dollars, up 30 per cent 
from 1937’s 43 million. This is less than 
the amount being purchased by many 
small Latin-American countries. 

The Union of South Africa is emerging 
as a major market for U.S. goods. An- 
nual purchase rate of 176 million dollars 
is about double the 1937 figure of 89 
million. South Africa now buys more than 
Australia and New Zealand together. 

{ Outlook. Present record export levels 
are expected to go higher still and stay 
high for several years. 

A backlog of world demand for all 
sorts of goods must be satisfied. U.S. is 
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the one nation in the world in a position 
to supply other nations with a large 
volume of goods. 

Prestige of U.S. business abroad is 
high. Production feats of U. S. industry 
are well known. Lend-Lease shipments 
and surplus-property sales have famil- 
iarized millions throughout the world with 
the high quality of U.S. goods. 

Competition from Germany and Japan 
is eliminated for the time being. The 
Germans and Japanese will be in no 
position to play any important role in 
world trade for at least several years. 

World purchasing power for U. S. 
goods is the greatest in history. A high 
level of U. S. imports, plus world-wide 
extension of U. S. credit, is placing record 
quantities of dollars in the hands of 
buyers in other countries. 

U. S. imports did not drop off sharply 
after V-J Day, as many people expected. 
Instead, they stayed on a high level 
through the last half of 1945 and have 
been surging upward during the first 
half of 1946. Imports now average around 
375 million dollars a month, a substantial 
increase over the 1945 monthly average 
of 345 million. 

U. S. credits, granted on a large scale 
to nations everywhere in the world, add 
new billions to the swelling international 
kitty for purchases from the U. S. The 
U. S. has loaned more than 8 billion 
dollars to other countries since V-E Day, 
and more loans are in prospect. 


A substantial reservoir of purchasing 
power exists in the form of foreign-owned 
short-term assets in the U.S. Imports 
so far outstripped exports during the war 
years that an exchange reserve of more 
than 7 billion dollars was built up for 
. foreign accounts. 








Best Customers in 1937 and 1946 


BRAZIL PHILIPPINES CUBA 


CHINA 


Copyright, 1946, by World Report 


Gold reserves of foreign banks and 

governments also have increased in recent 
years. These reserves are estimated at 
around 16 billion dollars. A substantial 
portion of this gold is to be used for 
purchases in the U. S. 
§ Temporary drawbacks are developing 
from the U.S. export boom. Some Gov- 
ernment officials feel there is a real 
danger that goods-hungry buyers from 
abroad may try to move in with fancy 
price offers and strip the U.S. of scarce 
commodities. Fear of such a raid prompt- 
ed some U.S. officials to plan increased 
controls on exports. 

Washington thinking has been sharply 
divided on what form the controls should 
take. The Civilian Production Administra- 
tion has urged the freezing of all exports 
at the average level for the first half of 
1946. This suggestion has brought strong 
protests from exporters and from the 
Commerce Department's Office of Inter- 
national Trade, which claims the measure 
is contrary to the Government’s policy of 
easing trade restrictions and would be 
difficult to enforce. CPA’s view is that 
the situation calls for drastic action. 

The Office of International Trade has 
taken the position that a flight of scarce 
goods from the U. S., if it materialized, 
could be stopped in time by an extension 
of the present system of export licensing. 

Regardless of the form of control, one 
thing is clear: U. S. exports are likely 
temporarily to encounter increased Gov- 
ernment regulation aimed at keeping 
scarce goods in the U. S. until production 
can more nearly catch up with demand. 

As production gets back into full swing, 
exporters can look for a lifting of restric- 
tions and emergence of U. S. export busi- 
ness onto a high plateau of prosperity. 
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DEMANDS FOR PAPER 
TO BE MET IN YEAR 


Current supply is restricted, 
but pulp production is soaring 
in U.S., Canada and Scandinavia 


The outlook throughout the world 
is improving steadily for users of news- 
print and other paper products. 

Supply is still tight. New war- 
born uses for paper have boosted de- 
mands to the highest in history. But sup- 
ply is now methodically overhauling re- 
quirements and promises to match or 
even exceed them in another 18 months. 

Reasons for the present shortage 
are manifold. The war put a heavy de- 
mand on paper mills, at the same time it 
took away labor. A backlog of orders re- 
sulted. Now new industrial uses for paper 
are adding to the demand. 

Besides all this, World War II knocked 
out two major exporters of paper and 
paperboard—Germany and Japan. It also 
had the effect of virtually isolating three 
of the most important supply sources— 
Sweden, Norway and Finland. 

The resultant shortage of paper prod- 

ucts means continued short supplies for 
paper users probably until close to the 
end of 1947. And, until then, the United 
States and Canada will have to carry the 
burden in supplying the bulk of produc- 
tion. Sweden, Finland and Norway are 
expecting to come up meanwhile with re- 
inforcements. 
{ Present production in the U.S. and 
Canada has been soaring in an attempt to 
meet the demands of a paper-hungry 
world. European producers still lag far 
behind their capacity levels. The current 
picture is this: 

U.S. mills now are producing at the 
rate of 18% million tons a year, or almost 
7 million tons more than before the war. 
The production rate is expected-to climb 
at least another million tons by the end 
of the year, and make even further gains 
during 1947. The prospect is that, before 
1948, the U. S. will be in a position to 
export more paper than she imports. 

But for several factors the American 
output might be even more impressive. 
Shortages of labor and rising logging costs 
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have been handicaps. So, too, have been 
the unexpectedly heavy rains hindering 
the cutting and transportation of logs in 
the South, major source of wood pulp, 
paper and paperboard. 

Canada has pushed the output of news- 
print to a yearly rate of 4,435,000 tons, 
beating the prewar average by more than 
27 per cent. Newsprint is the most impor- 
tant item in the Dominion’s paper output, 
and much of it goes to the U. S., Canada’s 
major customer for paper products. 

As in the U. S., labor shortages plus in- 
termittent labor troubles are now hob- 
bling Canadian efforts for a further pro- 
duction boost, but these two problems are 
expected to be short lived. New incen- 
tives are being given mill operators by 
higher paper prices. An increase of $6.80 
a ton already is in effect to offset any 
disadvantage resulting from the recent 
revaluation of the Canadian dollar. An- 


to be imminent. 


Swedish pulp and paper mills are op 


erating at only 50 to 70 per cent of capa 


ity, due mainly to a severe coal shortage. 
Valuable pulpwood is being used to fire’ 
more than 90 per cent of Sweden’s steel 
furnaces, and for heating all apartment — 
houses. However, Stockholm authorities © 


look for relief from the coal stringency by 
the beginning of next year. 

Wood pulp for export from Sweden 
will total about 1,600,000 tons by the end 
of 1946, and most of it will go to the 
Western Hemisphere because European 
nations lack foreign exchange to buy it. 

Norway currently has a pulp and paper 
output only about half the prewar rate. 
Coal deliveries are too infrequent to per- 
mit full operation of the mills and raw 
materials are lacking. But logging facili- 
ties have been reorganized and next win- 
ter should see production rising enough to 
permit substantial exports. 

Finland also anticipates a greatly in- 

creased pulp and paper output by 1947. 
Coal is retarding full production, but the 
big handicap is inadequate transporta- 
tion. Producers expect both of these 
obstacles to be overcome by the early 
months of next year. 
§ Outlook is for a sustained, all-round 
improvement in paper supply. Experts of 
the industry anticipate world-wide pro- 
duction increases, notably in the Northern 
European countries. On these expected 
increases, they base their estimates of a 
surplus in supply of as much as a million 
tons before the end of 1947. 
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UNLOADING CANADIAN NEWSPRINT 
The U. S. is Canada’s major customer for paper products 


other 10 per cent price boost is reported 













































































The surface reaction to the British loan misses certain points, 
important in business calculations: 

This is not a tie-in loan. The 3% billion dollars does not have 
to be spent in the U.5S., can be spent anywhere. The British, earlier 
this year, had intended spending atout a billion of the loan dollars in 
the U.S. in 1946. Now, with U.S. prices breaking traces, the British 
will look around elsewhere more carefully, but still will have to 
buy much industrial and mining equipment and canned food here. 


Britain has five and a half years to draw down this credit. She 
therefore faces a dilemma--whether to buy now or later. Timing is 


obviously important. Purchasing power of the loan dollars is declining 
in the U.S., and has been cut in Canada and Sweden by currency re- 
valuations. If Britain could afford to wait for her goods and equipment, 
buying later, after the present boom and currency unsettlement, might 
have advantages. 

The "dollar pool" which has restricted dollar purchases of many 
countries and British colonies, does not have to be broken up for a full 
year after the loan agreement goes into effect. 

sterling balances. Only a very small part, probably less than a 
billion dollars, of Britain's 14 billion dollar debt to the sterling 
area will be released at an early date and made freely convertible 
into any currency. Britain does not have to release any of these 
blocked balances for a full year. 

Preferential tariffs in the Empire will be scrapped only ona 
"bone-for-a-bone" basis. Individual cuts will match U.S. tariff 
reductions. No wholesale downscaling of Empire preferences is likely. 

Bulk purchases or long-term buying arrangements excluding other 
countries were not covered by the loan agreement or accompanying trade 
talks. Britain favors this way of buying. The U.S. objects to it as 
inimical to multilateral trade, but indulges in it as in Cuban sugar. 

Businessmen will want to remember these limitations of the loan 
as well as its many merits. 























seldom has world commerce been so confused as by the price 
Situation in the U.S. No one knows for sure whether the amazing 235 per 
cent jump in American wholesale prices in a fortnight is a harbinger 
or a passing phenomenon. The uptrend seems clearly set, but price 
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(Continued) 


cutbacks in some products may be ordered. . 

International trade with the U.S., consequently, is practically 
at a standstill, with plenty of buyers itching on the side lines. 

Defensive currency revaluations are in the wind, adding to over- 
all uncertainties. Canada and Sweden have taken the leap; certain other 
countries are tempted to follow their lead. 

Many countries would like to increase the value of their cur- 
rencies in terms of the U.S. dollar, since this, for a while, would 
reduce the cost of American goods they buy. : 

Few countries are in a logical position to revalue their cur- 
rencies upward against the dollar. Important prerequisites are: 














Export markets so firm that price increases to consumers won't matter; 


internal inflationary controls so complete that rising imports won't 
matter; adequate dollar or gold reserves to hold a new currency rate. 
South Africa, Argentina, Venezuela fit into some or all of these 
categories. Switzerland could devalue but has decided against it. 

Devaluation is a possibility where countries want to build up 
exports. This was behind the French move last December. Talk of de- 
valuating the British pound seems premature, since British exports are 
now Limited by ability to produce. 





In the midst of all the uncertainty caused by the OPA suspension, 
the Cubans have a sure thing in their new two-year sugar contract 
with the U.S. The Cuban sugar price will be raised to match any 
increase in the costs of food imported into Cuba from the U.S. 

Others selling raw materials to the U.S.- envy the Cubans. 

This inflation insurance sets a precedent, may lead to similar 
demands from other important suppliers, such as Argentina (vegetable 
oils), Chile (copper), Bolivia (tin), the Philippines (copra). 

Implications of the sugar deal are shown on page 3l. 











The new Five-Year Plan of the Russians seems to be off to a 
flying start. During its first six months, the official log shows these 
production increases over levels of a year ago: 

Coal deliveries were up 21 per cent: 

Ferrous metals’ output pushed 17 per cent higher; 

Timber production rose almost a third; 

Cotton deliveries to mills were 47 per cent ahead. 

Meanwhile, Russia is reported again seeking new trade ties in 
Western Europe. Russia is about ready to resume trade talks with 
Britain. The deal is supposed to be Russian timber for British 
electrical equipment and precision machinery. 

Another Russian trade mission is touring Italian shipyards, says 
it may place orders for small vessels. 

General impression still is that Russia is casually window- 
shopping, with an eye on the political vane in these countries. The 
Russo-Argentine trade negotiations, despite all the fanfare, have thus 
far proved a great fizzle in terms of commercial business transacted. 
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SUGAR SHIELDS CUBA 
FROM U. S. INFLATION 


New contract ties price to costs 
of food sold to island nation. Other 
countries may seek similar deals 


Cuba is protecting herself against 
getting caught in a squeeze by future 
rises in U. S. food prices. Other countries 
can be expected to do the same thing. 

The U.S. was able to buy the 
Cuban sugar it needs through 1946 and 
1947 only by agreeing to keep the pur- 
chase price abreast of possible price rises 
in-U.S. food. Under the contract, the 
price Cuba gets for its sugar is to be ad- 
vanced as U.S. foods sold to Cuba go 
higher. Cuba would not sell under any 
other deal. 

Thus, the Cubans get an important 
hedge against U.S. inflation. And the 
U.S. is assured that the price of Cuban 
sugar will go up no faster than the aver- 
age retail price of essential foods. Never 
before has the U. S. contracted to tie the 
price paid for an imported product to 
prices charged for exports to the supply- 
ing country. Now similar demands for 
such inflation insurance may come from 
other countries which deal with the U. S. 
* The agreement reached between Presi- 
dent Ramon Grau San Martin of Cuba 
and U.S. Secretary of Agriculture Clin- 
ton P. Anderson provides that the U.S. 
will buy Cuba’s exportable surplus of 
sugar in 1946 and 1947 except for a small 
amount which Cuba may sell to other 
countries in this Hemisphere. This year 
the U.S. will buy 2,125,000 tons for 
herself and 1,500,000 for Europe, in ac- 
cordance with allocations of the Com- 
bined Food Board. 

The price starts at 3.675 cents a pound, 
but will be increased to keep pace with 
upward movements of U.S. retail food 
prices above the June level. These prices 
have jumped between 15 and 20 per 
cent since the end of June, and, unless 
tightly controlled, will rise a good deal 
more in the months ahead. 

Cuban concern over U.S. food prices 
stems from the fact that a large propor- 
tion of Cuba’s rice, flour, fats and oils 
and other foodstuffs comes from the U. S. 
If prices of these products rise, Cuban 


laborers pay more for them and demand 
higher wages, squeezing profit margins 
of sugar producers. But the new contract 
allows the Cuban producer to pass along 
such added costs in the future. 

The new sugar price to Cuba would 
be increased also if higher prices were 
paid by the U.S. to other sugar pro- 
ducers, or if the present tariff on Cuban 
sugar (three quarters of a cent a pound) 
were reduced. 

By-products of sugar manufacture also 
enter into this contract. The U.S. will 
buy 115 million gallons of blackstrap 
molasses in 1946, and 165 million in 
1947; also 40 million gallons of Cuban 
industrial alcohol during the two-year 
period beginning July 1, 1946. 

The U.S. needs the blackstrap to make 
industrial alcohol and sweetener for live- 
stock feed. With grains now largely de- 
voted to human feeding, raw material 
for making alcohol has been scarce. 
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PRESIDENT GRAU SAN MARTIN 
Takes out inflation insurance 
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The U.S. did not want to take Cuban 

industrial alcohol because U.S. plants 
are more efficient, can produce more alco- 
hol from a given quantity of blackstrap. 
Cuba, however, insisted on selling her 
industrial alcohol because of excess plant 
capacity built up during the war. 
{ World shortage of sugar makes the 
U.S.-Cuba contract important. World 
sugar supplies this year are 20 per cent 
less than normal consumption. Cuba will 
supply almost half of the world’s exports 
this year. 

Thus, it was a serious matter when 
early in July Cuban sugar growers re- 
fused to ship any more sugar until a 
satisfactory contract was signed. This was 
the crisis that sent Secretary Anderson to 
Havana to conclude negotiations which 
had dragged through nine months of 
proposals and counterproposals. 

Next year Cuba's crop and the Euro- 
pean beet-sugar crop may both be up 20 
per cent. But world supplies will remain 
short of normal consumption until the 
sugar-producing areas of the Far East, 
such as the Philippines, the Indies and 
Formosa, get back into large-scale pro- 
duction. A world balance may be reached 
in 1948; after that, the prewar surplus 
may reappear. 

It is 1948 and after that worries Cuba. 
Now she supplies half the U.S. market, 
but under the Sugar Act of 1937 she is 
assigned a quota entitling her to only 
28.6 per cent of the U.S. market. The 
U.S. Congress now is considering exten- 
sion of the Sugar Act, whose quotas have 
been in abeyance during the war: 

American beet and cane growers would 
like to see the Sugar Act extended for 
three years, since their quotas are gen- 
erous. The lower-cost producers of Cuba 
want a free market or a much larger 
quota. Several times during the negoti- 
ations just finished Cuban resentment 
over the quota question flared up. 
€Precedent. Other countries, seeing the 
new Cuban contract, may insist that 
the U.S. give them similar guarantees 
against loss through rising prices of the 
American goods they buy. Coffee pro- 
ducers have been talking about just such 
an arrangement for more than a year. 
The Argentinians may try to. get this 
inflation insurance in connection with 
their sales of vegetable oils to the U.S. 
The Philippines might try it in copra 
negotiations; Brazil in babassu oil; Bo- 
livia in tin, and Chile in copper. 

One thing is certain: All countries 
which buy and sell with the U.S. can 
be expected to look over the Cuban deal 
as one method of getting a hedge for 
their own economies against rising prices 
in America. 
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DAPPER AND DYNAMIC ATTORNEY who 
has spent most of his adult years in 
politics will be Mexico’s next President. 
Miguel Aleman has been a lifelong work- 
er in what is now called the Party of the 
Institutional Revolution (PRI), and he 
is pledged to carry out its program of 
social and economic reforms. 

Aleman looks younger than his 43 
years. He is of medium height, with a 
tendency toward stockiness, which is ac- 
centuated by the double-breasted suits 
that he usually wears. He works with 
quiet, hard-hitting intensity, and he al- 
ready has held responsible positions in 
the legislative, executive and judicial 
branches of the Government. 

In a country where many Presidents 
have been revolutionary generals, Aleman 
holds no military rank. But he is the son 
of a revolutionary general. 

Aleman, who was born at Sayula in 
the State of Veracruz, was still a boy 
when the revolution ended President Por- 
firio Diaz's long, dictatorial rule. In the 
subsequent confusion, Aleman’s father, 
Gen. Miguel Aleman, moved his family 
frequently. So young Miguel attended 
schools in Acayucan, Coatzacoalcos, 
Orizaba and Mexico City. Living in so 
many places, he got acquainted with 
Mexicans of all classes. 

In 1928, after finishing a five-year 

course in three years, Aleman received his 
law degree with honors from the National 
School of Jurisprudence in Mexico City. 
Significantly, his thesis was on “Protec- 
tive Laws for the Workingman.” 
{ Workmen’s lawyer. For a few years, 
Aleman practiced law, specializing in the 
new field of workmen’s compensation. 
Today, he recalls two victories of which 
he is specially proud and which made 
legal history—he won compensation for 
dependents of railroad men killed in revo- 
lutionary battles, and he got indemnities 
for miners hurt while on the job. 

An assignment as attorney in the Min- 
istry of Agriculture was Aleman’s first 
public office. President Lazaro Cardenas, 
at the request of labor unions, appointed 
him a judge of the Superior Court. But 
Aleman found judicial life too sedentary; 
he left the bench and was elected Senator 
from Veracruz. 

After three months in the Senate, Ale- 
man obtained unlimited leave of absence 
and was elected Governor of Veracruz. In 
that office, he devoted much of his at- 
tention to problems of education and re- 
habilitation. 

“What good is it,” Aleman asked, “to 
have political freedom if a man cannot 
write his own name and cannot read 
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ALEMAN—FATHER AND SON 
Born revolutionaries 


the ballot which he is asked to mark?” 

So Aleman spent half of the State’s 
budget on education, and in two years 
increased the number of students in 
schools from 90,000 to nearly 125,000. 
At the same time, he made a series of 
penal reforms. 

When Gen. Manuel Avila Camacho 
became a presidential candidate, in 1940, 
he persuaded Aleman to serve as his 
campaign manager. Aleman displayed 


ALEMAN: Friend of Mexican Labor 










great political adroitness, and he was 
credited with swinging Veracruz and 
other Southern States into line. Avila 
Camacho was declared winner over Juan 
Andrew Alamazan. 

Aleman’s reward was appointment as 

Minister of Gobernacion, a Cabinet post 
like that of the U. S. Secretary of the 
Interior. He accomplished reforms in the 
fields of penology and juvenile delin- 
quency. So broad were his powers that, 
in 1945, some of his enemies said: “This 
man doesn’t need to be elected President; 
he already has been running the country 
for five years.” 
{| Workmen’s candidate. Long before the 
party conventions, the Confederation of 
Mexican Workers indorsed Aleman for 
the Presidency, and later the PRI nomi- 
nated him. Aleman carried his campaign 
to every part of the country, making 
speeches and meeting voters. 

It has been said of Avila Camacho’s 
1940 victory and Aleman’s own election 
on July 7 that fraud was practiced widely. 
Nevertheless, even his opponents admit 
that Aleman’s hard work and _ political 
skill influenced hundreds of thousands of 
voters in both elections. 

The President-elect’s wife, the former 
Beatriz Velasco, and their two children 
see little of him, for most of his waking 
hours are spent at work—conferring, ar- 
ranging, planning, speaking. He. will be 
even busier after becoming President, for 
Miguel Aleman is tireless in carrying out 
the responsibilities of public office. 


KOO: Sees His Prophecy Come True 


H1na’s No. 1 career diplomat is living 
a prophecy he made eight years ago. 
When the League of Nations was wither- 
ing under the blight of impending war, 
Dr. V. K. Wellington Koo predicted this: 
“There will be war, and the League 
will die. After the war the same countries 
will send men—some the same men—to 
sit at the table of another league. But 
the new league will be stronger. The 
world will have made some progress.” 
Suave, cultured Dr. Koo, newly ap- 
pointed Ambassador to the United States, 
now is to sit at the table of the United 
Nations, the postwar league he foresaw, 
as China’s representative in the Assembly. 
If his duties as Ambassador permit, he 
may be appointed the permanent rep- 
resentative of China in the Security 
Council. He also is to be the Chinese 
member of the Far Eastern Commission, 


the 1l-nation body that decides Allied 


policies for the occupation of Japan. 

Dr. Koo’s secondary mission in this 
country, of equal importance with his 
duties as Ambassador, is to act for China 
in international organizations. This is 
what he has been doing almost continu- 
ously for the last 15 years. 

The 58-year-old Ambassador, who has 
a polished manner and dresses flawlessly, 
seems to typify the old-school diplomat, 
but he lacks the cynicism of traditional 
diplomacy. The talents that have made 
Dr. Koo outstanding in international 
councils are a keen mind, a gift for ex- 
pression, particularly in the English 
language, and a strong persuasiveness. 
Among his colleagues, he is known for 
the philosophic calm with which he ac- 
cepts difficulties, his doggedness and his 
detailed knowledge of European politics. 
{] Enemy of appeasement. For 10 years, 
Dr. Koo persisted in a hopeless effort to 
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turn the Big Powers away from appease- 
‘ment and to stir up international action 
against Japan. The invasion of Man- 
churia brought him out of retirement in 
1931 to represent China in the League of 
Nations, and he was made an assessor to 
the Lytton Commission, which investi- 
gated the dispute. Dr. Koo and the facts 
convinced the Commission that Japan was 
carrying on international banditry, but 
the League did not act. 

Six years later, with Japan fighting a 
full-scale war in China proper, Dr. Koo 
again presented the case, this time to the 
governments that had signed the Nine- 
Power Treaty guaranteeing China’s sov- 
ereignty. Again the case was well. sup- 
ported, and again the powers refused to 
act. 

Throughout the thirties, while Ambas- 
sador to France, Dr. Koo sought world 
help for China in her fight to survive. 
As chief delegate to the League and as 
a member of the International Court of 
Arbitration at The Hague, he repeatedly 
warned the European countries of the 
international danger that would follow 
Japanese success in Asia. His final ob- 
servation on appeasement, made when 
the European war was beginning, pointed 
out the futility of “trying to turn a tiger 
into a kitten by giving it a dish of cream.” 
{Boy diplomat. Trained from boyhood 
for a political career, Dr. Koo was Min- 
ister to Mexico at the age of 26, and, at 
27, became Minister to the United States, 
one of the two most important posts in the 
Chinese diplomatic service. His father, a 
wealthy man of Shanghai who admired 
England’s “Iron Duke,” turned the boy’s 
eyes westward by adding the “Welling- 
ton” to his given name Vi-kyuin and send- 
ing him to the Anglo-Chinese College in 
Shanghai. 

Dr. Koo received his higher education 
and took his doctor’s degree in philosophy 
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at Columbia University, New York, where 
he made a brilliant record as a scholar. 
He returned to a China that had just 
overthrown the ancient monarchy and 
was taking its first awkward steps as a 
republic. Aftera brief apprenticeship, as 
secretary of the Cabinet and in the For- 
eign Ministry, he was sent abroad as an 
accredited diplomat. 

Dr. Koo’s first experience with inter- 

national councils came in 1919 when, as 
China’s representative to the Paris Peace 
Conference, he fought to regain for his 
country the concessions that had been 
held by Germany. When he failed, he 
refused to sign the Versailles Treaty, but 
a year later he helped to bring China 
into the League of Nations and became 
the chief Chinese delegate. At the same 
time, he was made Ambassador to Great 
Britain. 
* Political eclipse. Dr. Koo served as a 
delegate to the Naval Conference at 
Washington in 1922, then went back to 
China. By January of 1924, he was For- 
eign Minister for the third time. Ten 
months later he was a fugitive. The army 
of a rival faction had taken Peking( now 
Peiping) and the Foreign Minister had 
to flee in disguise. 

In 1926, Dr. Koo was back in the 

Government as Finance Minister, then 
Foreign Minister, and, two years almost 
to the day after his flight, he became act- 
ing Premier. He had organized his second 
Cabinet when the shifting sands of Chi- 
nese politics engulfed him again. A politi- 
cal movement from the South, led by 
Chiang Kai-shek, sent Dr. Koo into what 
then appeared to be permanent retire- 
ment. 
§ The postwar league that Dr. Koo fore- 
saw eight years ago has come into exist- 
ence partly through his efforts. Leaving 
his wartime post as Ambassador to Great 
Britain, he came to the U. S. for the Dum- 
barton Oaks Conference, which in 1944 
drafted the rough plan for the United 
Nations. In the following year he was 
delegate, and later acting chairman, of 
the Chinese delegation to the San Fran- 
cisco meeting at which the world organi- 
zation finally took shape. 

The duties of international diplomacy 
have left Dr. Koo with little time for 
other things. Ordinarily, he is at his office 
by 9 oclock in the morning, and fre- 
quently he works after dinner. Although 
he has spent more than half his life in the 
Occident, he still prefers Chinese food 
and is particularly fond of fine China tea, 
on which he is an authority. His favorite 
recreation is walking through the streets 
of the city in which he happens to be 
living. 

Diplomatic troubles to come are not 
likely to disturb Dr. Koo’s placidity, 
which has withstood wars and revolutions 
in the past. Stronger than the world’s diffi- 
culties is his belief in the future, a con- 


viction that the future will bring, not 


perfection, but some sort of progress. 
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.. AN THE HEARTS OF 
THE WHOLE COMMUNITY 


.-1s there a loved one whose memory 
you seek to honor in a particularly ex- 
pressive way? Then give a thought, 
please, to the advantages of a Deagan 
Carillon—*“The Memorial Sublime”that 
becomes a community landmark. More 
than any other form of tribute, genuine 
bell music has the quality of reaching 
deeper and deeper into the hearts of the 
community. Its stately song is awaited 
with grateful anticipation as an uplift- 
ing interval in the strain and anxieties 
of a troubled world. 

Deagan tubular bells ring out with 
all the pure, rich beauty that 68 years 
of skill and experience have built into 
them. Their appeal is the warm, honest 
appeal of living music produced with- 
out amplification or distortion. Their 
tubular form allows harmonic tuning 
so precise that two, three, four and even 
five bells may be sounded together to 
create effects of breath-taking beauty, 


And each time the carillon pours 
forth its music, the memory of the 
name inscribed on the dedicatory tablet 
is refreshed anew! No tribute could 
be more fitting or inspire so many. 
The cost is far less than that of an old- 
style carillon of comparable carrying 
power. May we send you details?... 
J.C. Deagan, Inc.,378 Deagan Bldg., 1770 
Berteau Avenue, Chicago 13, Illinois. 
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Life A round the World 


Flowers blooming again in Hiroshima 
as city arises from atom-bomb ruins 


HIROSHIMA 
i THAN A YEAR after the great atomic 

explosion, flowers are blooming again 
in Hiroshima. Amid the rubble and ruin, 
vivid yellow cosmos and bright green 
railroad weeds are blossoming forth. On 
the very spot over which the atom bomb 
exploded on Aug. 6, 1945, a tiny vege- 
table garden is growing bravely. 

From the ruins, hundreds of shacks 
are mushrooming up into a huge shanty- 
town to house the people who remained 
in Hiroshima after the bomb fell and 
those who returned after having fled. 
Most of the shacks are built from the 
wreckage itself—from blackened sheets of 
tin and iron. Here and there, however, 
a shack made of flimsy new timber stands 
out conspicuously. 

Hiroshima today is a city of 180,000 
persons, and others are flowing in at the 
rate of 2,000 a month. Four hundred 
thousand were in the city on the day the 
bomb fell, including about 150,000 mili- 
tary personnel. Immediately after the 
bombing, only 135,000 remained. The 
rest either had been killed or had fled. 

The Foreign Affairs Section of the 
Hiroshima city government has issued a 
neat mimeographed report, “Statistics of 
Damages Caused by Atomic Bombard- 
ment,” which states that 78,150 resi- 
dents died as a result of the explosion. 
Since then, the figure has increased. Only 
a few weeks ago, 2,500 bodies were dug 
out of the ruins. Many more victims still 
are buried. 

The first reports that were circulated 
in America after the bombing of Hiro- 
shima presented a gruesome picture of a 
great, bleak crater, utterly devoid of all 
living things. Although the destruction 
wrought by the atom bomb was beyond 
belief, those first reports were exagger- 
ated. The valley in which Hiroshima is 
situated does look as though it had been 
swept by a flaming tornado. The destruc- 
tion, however, was not total. 

A Jesuit priest who was in the Catholic 
mission a mile from the center of the 
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explosion suffered nothing more serious 
than a few scratches. But other persons 
two miles from the blast were burned 
to death. 

Many of Hiroshima’s concrete build- 
ings still stand, although their interiors 
are charred and in some cases caved 
in. The Industrial Association Building, 
whose high dome served as the target 
for the bombardier, was in the very heart 
of the explosion, but the building was 
not demolished. One side was crushed 





and the interior was smashed, but the 
shell of the structure still stands. How- 
ever, another concrete building a few 
hundred feet away virtually was disinte- 
grated. 

Except for a dozen or so concrete 
structures, almost every building in the 
center of Hiroshima was destroyed. From 
the center of the blast area, Hiroshima 
resembles a vast ocean of rubble as far 
as the eye can see. The desolation and 
devastation would chill the spine of the 
most war-hardened observer. 

Less than a year ago, some scientists 
declared that Hiroshima would be un- 
inhabitable for at least 70 years. They 
said that the aftereffects of the bomb 
would make it impossible for life to exist 
here. On the contrary, Hiroshima not 
only is not a dead city, it is reviving and 
beginning to rebuild. Above all, it is a 
city with hope. 

A few days ago, I sat in the office of 
the Mayor in Hiroshima’s City Hall. 


V4 









Through the eerie silence that still hangs 


over the city, we could hear the sound 


of hammer and saw and the clanging of 
a school bell. A decrepit streetcar, with 
humanity splashing out of every door and 


window and clinging to the roof, crawled 


up the main street. The streets outside 
were alive with workers, housewives, and 
school children with books slung over 
their backs. 

The Assistant Mayor, a scholarly man 
who speaks with determination and plays 
third base on the Hiroshima baseball 
team, pointed to a crude map hanging 
on the wall of the office. “We plan to 
make this a beauty spot in Japan.” He 


spoke eagerly and with remarkable con- 


fidence. “It will require a great deal of 
money and much hard work, but the 
people are resolved to rebuild our city as 
a monument to peace.” 

The rebuilding of Hiroshima actually 
is still in the blueprint stage. All the 
building now in progress is temporary, to 
tide the city over the present emergency. 
A special reconstruction department has 
been formed to draft plans for the new 
Hiroshima. The city that these officials 
envisage is a model, one, with all fac- 
tories on the outskirts, beautiful resi- 
dential districts, expansive parks and a 
modern commercial harbor. This still is 
nothing more than a dream, however. 

At present and for some years to come, 
Hiroshima will be busy clearing the ruins. 
The central Japanese Government in 
Tokyo has instructed municipal officials 
to complete the job of cleaning up the 
debris within four years. But Hiroshima 
officials—hopeful as they are—say that it 
will be impossible even to get rid of the 
wreckage in that time, let alone start 
permanent rebuilding. The city now has 
funds to hire only 225 workers to remove 
the debris. No trucks are available, so the 


wreckage must be buried, which makes 


the job much more difficult. 
So far, the cleanup teams have made 


only a nick in their work. They have 


cleared the main streets and now are 
working on some of the minor thorough- 


fares. They haven’t even started to clear 


space for new buildings. 


The Government is carrying out a lim- 
ited building program to provide emer- — 
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gency quarters for people who are re- 
turning. One thousand temporary struc- 
tures are being erected, each to house a 
family of five. Four hundred of these are 
being rented for 30 yen a month, and the 
remaining 600 are being sold for 3,500 
to 5,000 yen. 

All other building is being done with 
private funds. Before fleeing their homes 
last August, many persons drove stakes 
into the ground with the name of the 
owner of the land scrawled on them. 
These signs, standing forlornly in the rub- 
ble of homes destroyed by the bomb, 
still line the desolate streets of Hiroshima. 
Some of these people have returned to 
their little plots of land and have ‘built 
ramshackle shanties with tin and _ black- 
ened girders. 

Shacks are cropping up along the main 


streets to house souvenir shops that sell 


picture postcards of the ruins. Several of 
these rickety shops advertise “ice cream,” 
and there are a dozen or more tea shops. 
An interesting consequence of the atom 
explosion is the flourishing theater indus- 
try. Before the bomb fell, Hiroshima had 
13 theaters. All except one were de- 
stroyed. Now 17 theaters—most of them 
housed in bare wooden frame structures 
—are doing a booming business. Ironi- 
cally, one of the Japanese films now show- 
ing is “Blast of Love.” At another theater, 
crowds are lining up by the hour to see 
“Casablanca.” The current favorite is 
“Tall in the Saddle.” 

Hiroshima’s principal department store 
—the Fukuya—has reopened. The six- 
story building was gutted by fire that 
broke out at the moment the bomb ex- 
ploded. Only the first floor is used now 
by the store. It’s a sorry sight. ‘Lie .alls 
are charred and the place is constantly 
filled with stifling fumes. It’s a brave 
man, indeed, who enters. Still, Fukuya’s 
is constantly crowded by a milling throng 
of eager shoppers seeking something— 
anything—that might make their miser- 
able lives easier. The counters are loaded 
with an assortment of cheap junk, selling 
at exorbitant prices. Tiny china dishes 
that ordinarily would sell for a nickel are 
priced at from 50 to 60 cents. The toy 
counter features a game called “Peace.” 

Hiroshima’s newspaper—the Chugoku 
Shimbun or Midland News—publishes a 
morning and evening edition. The news- 
paper’s offices and plant were destroyed 
by the fire that followed the explosion, 
but the shell of the building remained. 


_ The wreckage has been cleared out and 


workable presses brought in. The first 
edition was issued on November 4. 


The city’s radio station, which also: 


was destroyed by the “atom fire,” is being 
rebuilt. Broadcasts already are being 
made from a station in a town several 
miles from Hiroshima, but within a few 
months the Hiroshima station will be 
operating again. 

Nearly all Hiroshima’s 76 schools were 


§ wiped out. When the city began recover- 


ing from the paralysis that followed the 
disaster, one of the first projects was the 
reopening of schools. In the beginning, 
classes were conducted in the open be- 
cause there were no buildings. Now, 66 
schools—including a university and sev- 
eral technical schools—are operating. 
They can accommodate all Hiroshima’s 
school children. The city doesn’t need as 
many schools as before. The school pop- 
ulation was reduced substantially by the 
bomb. 

Only one permanent building has been 
constructed. This is the Catholic mission, 
which has been rebuilt by Jesuit priests 
on the site of the old mission. It is a 
two-story square frame building. The 
missionaries have remained in Hiroshima 
all the time. They went to the outskirts 
of the city and watched the flames de- 
stroy their mission and virtually all the 
other buildings. Even before the fire 
abated, they returned to aid the thou- 
sands of wounded. They built a tiny 
shack, not much bigger than a telephone 
booth. Last Christmas, 10 persons crowd- 
ed into this makeshift mission to attend 
Mass. Now about 100 persons attend 
Mass every Sunday in the rebuilt mission. 

All the city’s 120 Buddhist temples 
were destroyed and only two or three 
have reopened in shacks. 

Hiroshima’s major factories survived 
the explosion. The Mitsubishi Shipyards 
were badly damaged but resumed work 
several months ago. The concern, which 
employed 6,000. workers during the 
war, now employs 2,000. Nippon Steel, 
which manufactured munitions, is pro- 
ducing an assortment of peacetime com- 
modities. It employs. another 2,000 
workers. The Toyo Industrial Company, 
formerly an armament manufacturer 
and now busy turning out’ tricycles, 
employs 1,000 more. 

Despite the terrific dislocation and de- 
struction, the people of Hiroshima are 
faring as well as many inhabitants of 





Tokyo and Yokohama. In fact, city offi- 
cials say that they are better fed, because 
there are numerous truck farms near the 
city. 

Nevertheless, life is extremely grim for 
residents of Hiroshima. For them, the 
atom bomb has an awful, and very per- 
sonal, meaning, which the rest of the 
world can not yet comprehend. When 
you talk to the people, you discover that 
the “atomic age” is more than a glib 
expression. For the people of Hiroshima 
are living by a new calendar, and Year 
One is nearing its end. Time is measured 
“before the bomb” and “after the bomb.” 
They speak of the bomb without undue 
bitterness or emotion. 

When I stopped my car the other day 
to examine a building that had been 
blown off its foundation, I was surround- 
ed by a crowd of children. They were 
oblivious to the misery around them. 
They laughed and chatted freely, and 
there was not the slightest trace of bitter- 
ness in their attitude, although most of 
them bore scars of the bombing. 

One of these youngsters—a lad of 9— 
said that he and his father worked in the 
newspaper plant and lived there, too. 

“And where is your mother?” I asked. 

“Mama... sister . . atom,” he said 
in his labored schoolbook English. Then 
he added, “You Americans?” 

“Yes,” T replied, wondering what his 
reaction would be. “I am American.” 

“American good,” said the little Hiro- 
shima boy. “American very good.” 

J. F. 





Confident young Czechs plan to build 


new nation on socialistic principles 


PRAGUE 
| IS REFRESHING, after watching the 
“candy-bar fraternization” in Berlin 
between American troops and German 
frauleins, to come to Czechoslovakia and 
see young couples in civilian clothes 
strolling arm in arm along the streets, 
carrying on their courting in a normal, 
peacetime manner. 

There are more girls than boys here, 
but the proportion approximates that 
existing before the war. Consequently, 
youth here is more normal in its everyday 
life than in other European countries. 

American GI’s found this out, during 
the period of occupation, when. they re- 
sorted to the chocolate-bar technique that 


serves thém so well in Germany. There 
still is resentment among the Czechs over 
some of the incidents that resulted. 

The GI’s found their friendliest recep- 
tion among Sudeten German girls, who 
were due for expulsion anyway and had 
nothing to lose. Czechs at Pilsen told me 
that people in that area still are bitter 
because Sudeten girls were given the big 
rush at Army dances. The Czechs feel 
this was not quite the thing to do. 

A good many of the Czech youth are 
Communists. AII are socialistic, enthusi- 
astically interested in building a better 
Czechoslovakia and a better world. They 
have a Slavic flare for the dramatic, a 
Western mind in assessing the physical 
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things they want in the better world they 
hope to have. 

One of the first people I met in Prague 
was a buxom, blonde girl of about 18. 
She is a medical college student. When 
the Germans were pushed out of Czecho- 
slovakia, she took over a small village. 
With a group of fellow students, she 
organized a village government and di- 
rected the work on the farms, including 
the gathering of the harvest. She has 
been Mayor of her little town ever since. 

But the job is palling a bit now, and 
the oldsters want to take back their town 
anyway. “I am thinking of organizing a 
youth brigade of miners,” the girl told 
me. “It would be a great help to the 
reconstruction.” 

The most beautiful girl in Czecho- 
slovakia, I am sure, is the 27-year-old 
brunette who led the resistance move- 
ment around Bratislava. Short and slen- 
der, she is an exquisite gem, a rarity in 
Czechoslovakia, or, for that matter, any- 
where in the world. Married, with one 
daughter, she now is editor of the leading 
picture weekly. Although she gives an 
impression of frailty, she and her husband 
did a good job of killing Germans during 
the war, stealing through the night as 
saboteurs. I met her in the apartment of 
a friend, while we waited for Parliament 
to elect a Communist as Speaker. 

My friend brought out a German Luger. 
Efficiently, deftly, the girl snapped open 
the magazine, inspected the gun, lifted it 
to shooting position. It was obvious that 
she was an efficient killer of Germans, 
but she didn’t like to talk about it: “TI 
want to forget those days. We are work- 
ing for peace now.” 

I dined one evening with a blonde, 
slender, 21-year-old movie actress and 
her escort. She is not Communist, but 
she is making a picture for Russian 
consumption. She has no great fear of 
the Russians, thinks the Czechs will get 
along with them. 

Energetically ambitious, the actress 
sees a great future for Czech motion 
pictures and hopes her own career will 
be tied with that future. Her companion 
is a successful newspaperman, working 
hard to apply American newspaper meth- 
ods here as fast as he learns them himself 
from his American chief. 

These are fairly representative of the 
youth here. The young people are highly 
intelligent, with cultural as well as his- 
torical and technical knowledge. Czecho- 
slovakia is a highly musical country, 
and it is not uncommon to hear 10-year- 
old boys whistling arias from operas as 
nonchalantly as an American lad would 
whistle “Old Black Joe.” 

Not all are content or see a bright 
future for themselves, however. The con- 
servative element expects a tough time. 
I met a youthful singer of talent, who has 
had excellent success in concert and in 
making recordings for public sale and 
for radio use. The girl’s family, however, 


belongs to the conservative Cathe 
Party, and singers with more Leftist 

pathies are in favor just now. She ff 
planned a tour of Slovakia, but she 
a Czech and the Slovaks are not over 
receptive to Czech artists. She is thinkij 
now of going to Switzerland and otk 
European countries to earn some mone 

The young people are in sharp con 
to many of the older generation. Some ¢ 
the elders believe that the Communi 
swing will not go very far and that th 
Russians will leave the country alor 
but a great many are-frankly worrie 
The most depressed, by far, are Czeel 
who got out after Hitler occupied t 
country and now are coming back. : 

I talked with one who spent the las 
six years abroad. He had just come bad 
to see whether he should return with | 
family. His partner had kept his busine: 
going, and he was in a position to ear 
a good living in Prague. But, close t 
tears, he told me: 

“Czechoslovakia is lost. Industry is in 
chaotic condition. People have change¢ 
There is a ‘new rich’ crowd going to th 
restaurants and clubs. My friends prefg 
to stay at home; our way of life is dying 
All my friends tell me not to come back 
I am terribly depressed. I shall stay of 
another week, but then I shall leave for 
ever. I cannot bring my family here.” © 

Americans who know Prague and ha 
been living here for some years tell 
that this is the typical reaction. My 
friends say, however, that, after the first 
depression, the returnee swings the othe 
way. He begins to find some hope, to 
rationalize the situation that others sa 
develop gradually and have come to acs 
cept philosophically and realistically. 

Whether youth will build its nev 
world or whether fears of the older gen- 
eration of chaos and Russian intervention 
materialize cannot be answered, excep 
by time. I know only that the youth I 
have met are enthusiastic and optimistic, 

T. 
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MILLIONS OF MEXICANS in villages and towns seek goods they can’t as yet buy in world markets. 


MEXICO’S WAY TO SELF-SUFFICIENCY 


MRE and more Mexicans now are turning toward new 

and expanding manufacturing industries for their 
livelihood as Mexico strives to become self-sufficient in the 
manufactured goods its people need. The economic goal 
of President-elect Miguel Aleman is acceleration of indus- 
trialization through governmental encouragement in estab- 
lishment of new plants, tax and duty exemptions for new 
industries, financial aid and governmental participation in 
costly industrial investments. 

Now textiles and foodstuffs are the most important 
manufactures, with increasing emphasis on chemical prod- 
ucts, iron and steel manufactures, clothing and tobacco. 
Postwar shortages expedite plans for production of more 
consumer goods. Mexico is predominantly an agricultural 
country, with farming and pastoral industries playing the 





~ 


leading role in the nation’s economy. More than 75 per 
cent of the 22 million Mexicans live and work on farms 
and in rural villages. 

Since the agrarian revolution of 1910, successive Mexican 
Governments have planned and worked toward an indus- 
trialization program that would provide economic diversi- 
fication, provide wider employment for farm laborers, and 
raise the standard of living. Until World War II, Mexicu’s 
major industrialization was in production of oil and in 
mining, both chiefly for export of raw materials. The war 
provided the opportunity, stimulation and financial as- 
sistance for the expansion of industry. During the war, 
Mexico advanced more toward industrial self-sufficiency 
than it had in the previous 10 years. Now the tempo is to 
be increased. 
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- - - iron and steel manufactures to meet Mexico’s own requirements 


. - - and cement production for building and.construction of roads. SILVER MINING IN MEXICO. 
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im the Pachuca Mine (above) and others has come more than one third of the world’s production. 
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MORE ELECTRIC POWER is being developed through above). Many new industries are now using electricity from 
construction of more hydroelectric plants (such as at Mexaca, Mexico’s more than 500 power plants. 





TEXTILE MANUFACTURING, the second leading induss _ HANDICRAFT INDUSTRIES, including pottery making, 
try, normally produces enough for the home market. are carried on in nearly every Mexican village and town. 
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TRANSPORTATION in the past has been inadequate and agpleaioneal — and small manufactures to markets 1 
slow. Burros have supplemented the few railroads in carrying _ the cities an 


towns over poor roads. 


x, 


—International, Acme, Triangle, European, Black Star and Pix 


THE PAN-AMERICAN HIGHWAY, running the ioe provides a means of fast motor truck transport to meet the 
of Mexico southward from the United States border, now new needs of the country’s expanding industrialization. 
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‘THE ROAD BACK TO PEACE’ 


Secretary of State reports on progress of the Big Four 


(Full text of the radio report to the American peo- 
ple made by Secretary of State James F. Byrnes on 
July 15 on the Big Four Foreign Ministers Conference 
in Paris and on plans for the 2l-nation Peace Conference 
which opens in Paris on July 29.) 


By Secretary Byrnes 


FTER EVERY GREAT WAR the victors find the making of 
peace difficult and disappointing. It took the 13 American 
states more than five years after winning their independence 
to agree upon a constitution which promised anything like a 
durable peace among themselves. 

To build world peace, bridging differences in ideas, values, 
codes of conduct and deeply cherished aspirations, requires 
even greater tolerance, patience and understanding. It requires 
the will and ability to seek the best, to accept the best obtain- 
able, and then to make the best obtainable work. 

As war breeds war, so peace can be made to breed peace. 

That is why President Truman and I were determined at 
Potsdam last summer, two months after V-E Day, to set up a 
Council of Foreign Ministers. We were eager to have the 
council start the making of peace and to make peace as quickly 
as possible wherever possible. 

It was obvious then that the making of peace with Germany 
would take time. There was no German Government to deal 
with, and no agreement as to how soon we should permit a 
German Government to function. It was equally obvious that 
a start could be made toward making peace with Italy and 
the states which were satellites of the Axis. They had govern- 
ments. So we started there. 

The whole world knows how great the struggle has been 
during the last 10 months to harmonize the views of the Great 
Powers so as to make possible the presentation of tentative 
drafts of treaties to a peace conference. That struggle has now 
been brought to a successful conclusion and the Peace Confer- 
ence has been called to meet in Paris on July 29. 

In addition to the Soviet Union, the United Kingdom, 
France, China and the United States, the states which are 
represented on the Council of Foreign Ministers, the 16 other 
states which took an active part in the fighting against the 
European Axis will be represented at the Conference. 

While the Council of Foreign Ministers has made some 
suggestions as to the organization and procedure of the 
Conference, the Conference will be free to determine its own 
organization and procedure. 

It was proposed that the meetings of subcommittees should 
be secret. But on our objection this provision was eliminated. 
I gave notice that, so far as the United States is concerned, it 
will use its influence to open to the press the meetings of the 
Conference and of its committees. 

The Conference will make only recommendations. But the 
members of the Council are committed, in drafting the final 
texts of the treaties, to consider the recommendations of the 
Conference and not to reject any of them arbitrarily. 

It is my hope that the Council of Foreign Ministers will 
consider the recommendations and agree upon the final texts 
so that the treaties may be signed by the delegates before the 
Conference adjourns. 

The drafts of treaties agreed upon are not the best which 
human wit could devise. But they are the best which human 
wit could get the four principal Allies to agree upon. They 
represent as satisfactory an approach to the return of peace as 
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we could hope for in this imperfect and war-weary world. 

The attitude of the United States in these matters repre- 
sented not only the judgment of the President and the Secre- 
tary of State, but also the judgment of Senator Connally and 
Senator Vandenberg, whose long experience in our foreign 
relations and intimate knowledge of the specific issues made 
their counsel invaluable. 

The greatest struggle was over the Italian treaty, and the 
greatest issue involved in that treaty was the fate of Trieste 
and adjacent territory along the western shore of the Istrian 
Peninsula. The American delegation, supported by the French 
and British, urged that Trieste and adjacent territory which are 
predominantly Italian should remain with Italy and the pre- 
dominantly Slavic hinterland should go to Yugoslavia. 

The Soviet Union argued strongly that Trieste and adjacent 
territory should not be cut off from its immediate hinterland. 
While it admitted that a few cities and towns along the Coast 
were predominantly Italian it argued that the Istrian Penin- 
sula should be regarded as a whole and that so regarded it 
was predominantly Yugoslav. This view was also urged by 
Czechoslovakia. 

The Soviet Union further urged that greater consideration 
should be given to the Yugoslav claims than to the Italian 
claims, because, while Italy as one of the Axis partners was 
responsible for bringing on the war against the Allies and for 
the loss of thousands of Allied lives, Yugoslavia had fought 
on the Allied side throughout the war and had suffered from 
the attacks of Italy. 

As neither the Soviets nor ourselves were prepared to yield, 
we then proposed that the issue be left to the Peace Confer- 
ence. But the Soviets would not agree. 

This left us in a more serious dilemma than most people 
realized. We could make a separate peace with Italy, leaving 
her Trieste, but the Soviet and Yugoslav governments, and 
possibly others, would not accept that treaty. 

If we made a separate peace, the Soviet and Yugoslav 
governments would undoubtedly demand that Italy make a 
separate peace with them, ceding Trieste to Yugoslavia. If 
Italy refused, it is not difficult to foresee the difficulties which 
would arise. 

Even if no one of us presented a treaty to Italy, a disarmed 
Italy could hold Trieste against the army of Yugoslavia only 
so long as our troops held it for her. 

In an effort to break this deadlock, the French informally 
suggested that Trieste and adjacent territory be separated from 
Italy but not ceded to Yugoslavia, and that its security and 
integrity be internationally guaranteed. 

At first no one liked this proposal. But the more it was 
studied the more it seemed to offer a reasonable basis for 
agreement. It was recalled that before Italy entered World 
War I she had proposed that the Trieste area should become 
an autonomous state. 

Our delegation insisted that the area should be protected by 
the United Nations and not by joint agreement between Italy 
and Yugoslavia as the Soviets proposed, and not by the four 
principal Allied powers as suggested by the French. Our 
proposals were accepted. 

‘The proposal as finally agreed upon leaves Gorizia and 
Montfalcone with Italy in the North and includes within the 
Free Territory of Trieste the rest of the area west of the 
agreed Ethnic Line. 

It is true that the Free Territory of Trieste is predominantly 
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P ialian in the city and predominantly Slav outside the city. 


_ But neither the Italians nor the Slavs in this territory are 


ced under alien rule. They are given home rule. The people 


7 will elect their own assembly and the assembly will elect the 


_ officials to administer the laws. They will be subject to super- 
yision only by the United Nations Security Council and by an 
' impartial governor appointed by the Security Council. 

| The prosperity and welfare of Trieste are linked not only 
' with Italy but with Yugoslavia and the countries of Central 
_Europe. It is the natural outlet of Central Europe to the 
Mediterranean. The only railroads entering Trieste come 


¥ through Yugoslavia and are controlled by Yugoslavia. Repre- 


sentatives of that Government asserted that if Trieste were 
given to Italy they would divert traffic to Fiume or some 
other port in Yugoslavia. 

Because of the bad feeling between the two peoples in that 
area, the control by the United Nations may prove the best 
means of preventing armed conflict and relieving tension. 

If the area were joined with Italy or Yugoslavia its politi- 
cal and economic relations with the other would suffer. Its 
industries might be unable to attract the necessary capital, 
and labor might have difficulty finding employment. 

If friendly relations are maintained between the Free 
Territory of Trieste and her neighbors, this little territory 
may enjoy greater prosperity and be a source of greater 
prosperity to its neighbors than would be the case if it were 
joined either with Italy or Yugoslavia. 

I am convinced that the agreed solution to the problem 
of Trieste is fair and workable if the peoples most concerned 
work together to make it so. Unless they work together, there 
can be no solution. No final decision was reached on the 
disposition of the Italian colonies. 

It will be recalled that originally the Soviets had requested 
the trusteeship of Tripolitania. They stated they wanted a 
base in the Mediterranean for their merchant ships. The 
French favored Italy as trustee for all the colonies and at the 
April session the Soviets expressed their willingness to accept 
the French proposal. 

Except for certain reservations in respect of Cyrenaica, the 
British were willing to accept our proposal to have all the 
colonies placed under the trusteeship of the United Nations. 

In view of the difficulty the Foreign Ministers were having 
in reaching agreement and the danger of the colonial question 
becoming a pawn in the settlement of other i issues, I suggested 
that we defer a final decision. 

It was finally agreed that the ultimate disposition of the 
colonies should be made by the four principal Allied powers 
in light of the wishes and welfare of the inhabitants and 
world peace and security, taking into account the views of 
other interested governments. 

If the four principal Allied powers do not agree upon the 
disposition to be made of the colonies within a year of the 
coming into force of the treaty, they have bound themselves 
to make such disposition of them as may. be recommended 
by the General Assembly of the United Nations. 

The four powers have further agreed to send commissions 
to the colonies to ascertain the wishes of the local population. 

Pending the final disposition of the colonies, they will re- 
“main under the existing British Military Administration. 

The thing I like about the agreement on the colonies is 
that the ultimate decision does not require unanimity. Failing 
agreement among the four powers, the decision rests with 
the United Nations. 

The Soviets finally withdrew their objection to the cession 
of the Dodecanese to Greece and to the permanent demili- 


® tarization of the islands. 


It was, however, extremely difficult for us to reach agree- 
ment on reparations. The Soviets insisted that they were 
entitled to at least 100 million dollars reparations for the 
devastation of their territory by the Italian armies. 

Moreover, under the armistice agreements with Hungary, 
Romania and Finland, reparations payments of 300 million 








from each had been imposed. The Soviets found it difficult 
to reconcile themselves to a more lenient reparations policy 
in the case of Italy. 

We, on the other hand, were more deeply conscious of 
the help that Italy gave us in the last months of the war 
and opposed putting on her a reparations burden which 
would delay her economic recovery. 

We had previously agreed that reparations could be taken 
in war plants not needed for Italian peacetime economy and 
could be paid out of Italian assets in Hungary, Romania and 
Bulgaria. But the Soviets insisted that part of the reparations 
should come from current or future ering of Italian 
factories and shipyards. 

We reluctantly agreed that the Soviets could receive repa- 
rations up to 100 million dollars.. But we required them to 
agree that, in so .ar as reparations were taken from Italian 
production, the deliveries must be arranged so as to avoid 
interference with economic reconstruction. 

We further required the Soviets to agree that such deliveries 
should not commence for two years. In order to avoid our 
having to finance Italy’s purchase of raw materials to furnish 
manufactured products to the Soviets, we also required agree- 
ment that the imported materials needed by Italy to make 
these deliveries should be supplied by the Soviets. 

There remain some questions in the Italian treaty and 
other treaties on which we were unable to reach final agree- 
ment. As the Soviet delegation took the position that they 
would not agree to the calling of the Peace Conference until 
the four governments had harmonized their views on funda- 
mental questions, we assume that the Soviets do not regard 
these issues as fundamental and will accept the decisions of 
the heace Conference. 

I admit that prior to our meeting in April I had little hope 
we would ever reach agreement. After our April meeting I 
had less hope. Now the prospect for peace treaties with five 
countries is bright. Ninety days after ratification of those 
treaties occupation armies must be withdrawn except where 
they protect a line of communications. Then the people of the 
occupied states can live and breathe as free people. We are 
on the road back to peace. 

I have no desire to conceal from the American people the 
great struggle and tremendous difficulties the four govern- 
ments had in harmonizing their views to the extent they did 
on these treaties. In the long run we shall have a much better 
chance to work out our problems if we and our allies recognize 
the basic differences in our ideas, standards and methods in- 
stead of trying to make ourselves believe that they do not exist 
or that they are less important than they really are. 

While the Council made real progress toward peace with 
Italy and the ex-satellite states, it made no progress at all on 
the German and Austrian questions. Perhaps the time taken 
in discussion was not wholly lost, because our experience 
suggested that understandings, particularly with our Soviet 
friends, cannot be reached until we have gone through rounds 
of verbal combat, in which old complaints are repeated, past 
positions reaffirmed, differences accentuated and crises pro- 
voked. 

I am ready to believe it is difficult for them to understand 
us, just as it is difficult for us to understand them. But I some- 
times think our Soviet friends fear we would think them weak 
and soft if they agreed without a struggle on anything we 
wanted, even though they wanted it too. Constant struggle, 
however, is not always helpful in a world longing for peace. 

The Soviets started the German discussion with a prepared 
statement on the draft treaty we had proposed to guarantee 
the continued demilitarization and disarmament of Germany 
for at least a quarter of a century. The Soviet statement re- 
veals how hard pressed the Soviets were to find real objection 
to a treaty which gives them the assurance that Germany 
should never again become a threat to their security or to the 
security of Europe. 

I do not believe that the Soviets realize the doubts and 
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suspicions which they have raised in the minds of those in 
other countries who want to be their friends by the aloofness, 
coolness and hostility with which they have received Amer- 
ica’s offer to guarantee jointly the continued disarmament 
of Germany. 

Had America been a party to such a guarantee after World 
War I, World War II would never have occurred, and the 
Soviet Union would never have been attacked and devastated. 

Is German militarism going to be used as a pawn in a 
struggle between the East and the West and is German mili- 
tarism again to be given the chance to divide and conquer? 

To that question there must be an unequivocal answer, for 
equivocation will increase unbearably the tensions and strains 
which men of good will everywhere are striving to relieve. 

The Soviets stated that our proposed treaty was inadequate; 
that it did not assure the denazification and democratization 
of Germany; that it did not assure them reparations. But these 
are political matters which are already dealt with in the 
Potsdam Agreement. | 

Our military agreement of June 5, 1945 provided for the 
prompt disarmament of armed forces and demilitarization 
of war plants. By our 25-year treaty we propose that, when 
Germany is once disarmed, we shall see that she stays dis- 
armed. We cannot understand Soviet opposition, especially 
as Generalissimo Stalin on last December 24 agreed with me 
in principle on this subject. 

The Soviet representative stated he had reports that in 
the British zone the disarming of military forces was not 
being carried out. The British representative stated he had 
reports that in the Soviet zone German war plants were 
being operated. 

We asked that the Control Commission investigate the 
accuracy of both reports. The British and the French 
agreed. But the Soviet Government would not agree to the 
investigation unless we limited it to the disarmament of 
armed forces. 

I certainly made clear in our earlier meeting in Paris that 
the proposed guaranty of German demilitarization was only 
a part of the German settlement. I proposed then and I pro- 
posed again at our recent meeting that deputies be appointed 
to start work on the whole settlement which the Allies expect 
the Germans to accept. The British and French accepted the 
proposal. The Soviets rejected it. 

The Soviets suggested that we have a special session of 
the Council on the German problem. I agreed and insisted 
on setting a date. But from my experience with the Italian 
and Balkan settlements I fear that until the Soviets are willing 
to have responsible deputies who are in close touch with the 
Foreign Ministers sit together continuously over a period of 
time and find out just what is the area of our agreement 
and our disagreement, the exchange of views between the 
Ministers on the complicated problems of the German settle- 
ment will not be sufficient. 

It is no secret that the four-power control of Germany on 
a zonal basis is not working well from the point of view of 
any of the four powers. Under the Potsdam Agreement, 
Germany was to be administered as an economic unit, and 
central administrative departments were to be established 
for this purpose. 

But in fact Germany is being administered in four closed 
compartments with the movement of people, trade and ideas 
between the zones more narrowly restricted than between 
most independent countries. 

In consequence none of the zones is self-supporting. Our 
zone costs our taxpayers 200 million dollars a year. And 
despite the heavy financial burden being borne by ourselves 
and other occupying powers, the country is threatened with 
inflation and economic paralysis. 

This condition must not continue. At Paris we proposed 
that the Control Commission be instructed to establish the 
central administrative agencies necessary to administer Ger- 
many as an economic unit, and to arrange for the exchange 
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of products between the zones and for a balanced program : 


of imports and exports. 

The French Government, which had previously opposed 
the establishment of central administrative agencies, indicated 
their willingness to accept our proposal when we suggested 
that the Saar be excluded from the jurisdiction of these 
agencies. The British agreed. 

But the Soviets said that they could not agree to the ex- 
clusion of the Saar without further study, and therefore no 
immediate progress was possible. 

I made clear that we were unwilling to share responsibility 
for the economic paralysis and suffering we felt certain would 
follow a continuance of present conditions in Germany. 

I then announced that as a last resort we were prepared 
to administer our zone in conjunction with any one or more 
of the other zones as an economic unit. I indicated that 
recently we had secured co-operation with the Soviet zone 
in one matter and with the British on another. I explained 
that our offer was made not in an effort to divide Germany 
but to bring it together. 

I stated that whatever arrangements were made with one 
government would be open on equal terms to the govern- 
ments of the other zones at any time they were prepared to 
participate. 

The British stated that they would consider our proposal 
and indicated they hoped to agree. Neither the Soviets nor 
the French expressed any view. 

Our military representative in Germany will this week be 
instructed to co-operate with any one or all of the three 
governments in essential administrative matters like finance, 
transportation, communication, trade and industry. We will 
either secure economic co-operation between the zones or 
place the responsibility for the violation of the Potsdam 
Agreement. 

Finally we came to a discussion of the Austrian problem. 
On June 1, I had circulated a proposed draft treaty recog- 
nizing the independence of Austria and providing for the 
withdrawal of the occupying troops. The British also had 
submitted a draft for consideration. I asked that the deputies 
be directed to prepare the treaty. 

The Soviets submitted a counterproposal calling first for 
further action to ensure the denazification of Austria and the 
removal of a large number of displaced persons from Austria 
whom they regard as unfriendly to them. 

The British and French were willing to join us in submit- 
ting to the deputies the consideration of the treaty and in 
requesting the Control Council to investigate and report on 
the progress of denazification and on the problem of the dis- 
placed persons. But the Soviets were unwilling to agree to the 
deputies taking up the Austrian treaty until more tangible 
action was taken on these other two problems. 


We recognize the seriousness of these problems and have — 


been grappling with them. The problem of displaced persons 
is particularly difficult to solve. Where they were willing, we 
help them to return to their homes. But many refuse to return 
to their own countries because they fear death or imprison- 
ment for their political views. Our tradition of protecting 
political refugees is too precious for us to consent to the mass 


expulsion of these people from our zone. The United Nations 
has a committee studying the problem and we shall continue § © 
to do our part to try to find a solution, but it cannot be a ~ 


cruel solution that will reflect discredit upon the American 
people. 
It would be a tragedy to hold up the peace treaty with Aus- 


tria because she is obliged to afford temporary refuge to these — 
people until homes can be found for them in other countries. ~ 

We shall press on in session and out of session to restore ~ 
conditions of peace to this war-sick world, to bring soldiers ¥ 
back to their homes and to their families, to beat our swords § 
into ploughshares. The war has left wounds, but we must work — 


to heal those wounds. 


We do not believe in a peace based on a desire for ven- : 
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® geance. We believe in justice, charity and mercy. If we act 
® with charity and mercy, those we fear as enemies may become 
® our friends. We must trust to the healing processes of peace 

and pray that God in His mercy will give peace to the world. 











The Russian Side of The Controversy 
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Over The Remaking of Germany 


(The complete text of the statement made to the 
Council of Foreign Ministers at Paris on July 10, by 
Soviet Foreign Minister Vyacheslav M. Molotov. It out- 
lines the Russian viewpoint on the question of economic 
and political unification of Germany as preliminaries to 
conclusion of a peace treaty.) 


By Foreign Minister Molotov 


ce TIME HAS COME when we should discuss the fate of 
Germany and a peace treaty with that country. 

The Soviet Government has always held that the spirit of 
revenge is a poor counselor in such affairs. It will be just as 
incorrect to identify Hitler Germany with the German people, 
though the German people cannot divest themselves of the 
responsibility for Germany's aggression and for its gravest 


- consequences. 


The Soviet people went through unparalleled sufferings of 
occupation as a result of the invasion of the Soviet Union by 
the German armies. Our losses are great and inestimable. 
Other peoples of Europe, and not of Europe alone, will long 
feel the heavy losses and hardship caused by the war that 
was imposed by Germany. 

It is, therefore, natural that the problem of Germany’s fate 
agitates at present not only the minds of the German people 
but naturally also those of other peoples who are trying to 
safeguard themselves for the future and to prevent a new 
aggression by Germany. 

And one should bear in mind the fact that, thanks to the 
industrial might she has achieved, Germany is an important 
link of the whole system of the world economy. Neither can 
one forget the fact that more than once this industrial might 
has formed the base of the armament of aggressive Germany. 

Such are the premises from which conclusions are to be 


| drawn. 


I proceed from the fact that in the light of the interests of 
world economy and tranquillity in Europe, it would be incor- 
rect to adopt a course of Germany’s annihilation as a state or 
that of its agrarianization, including the annihilation of its 
own main industrial centers. 

Such a course would result in undermining the economy of 
Europe, in the dislocation of world economy and in a chronic 
political crisis in Germany that would spell a threat to peace 
and tranquillity. 

I think that even if we adopted such a course, the course 
of history would subsequently impel us to renounce this course 
as an abortive and groundless one. 

I think, therefore, that our purpose is not to destroy Ger- 
many but to transform Germany into a democratic and peace- 
loving state that, next to its agriculture, will have its own in- 


' dustry and foreign trade but that will be deprived of economic 


and military potentialities to rise again as an aggressive force. 

While still engaged in the war the Allies declared that they 
had no intention of destroying the German people. Even at 
the time when the overweening Hitler openly proclaimed that 
he wanted to destroy Russia, J. V. Stalin, the head of the 


® Soviet Government, holding these boastful stupidities up to 





ridicule, said: 
“It is no more possible to destroy Germany than to destroy 
Russia. But the Hitler State can and must be destroyed.” 
Germany has long held an important position in the world 


® economy. While continuing as a single state Germany will 
# remain an important factor of world trade, which also cor- 
® responds to the interests of other peoples. 





On the other hand, the policy of Germany’s annihilation as 
a state or that of her agrarianization and annihilation of her 
principal industrial centers will result in making Germany a 
center where dangerous sentiments of revenge will be nour- 
ished and will play into the hands of German reactionaries 
and will deprive Europe of tranquillity and a stable peace. 

One should look not backward but ahead and should be 
concerned about what is to be done in order that Germany 
may become a democratic and peaceloving state that will have 
a developed agriculture, industry and foreign trade but that 
will be deprived of an opportunity to resuscitate as an aggres- 
sive force. Victory over Germany delivers into our hands 
powerful means to achieve this purpose. It is our duty to 
utilize these means to the full. 

It has of late become fashionable to talk about dismember- 
ment of Germany into several “autonomous” states, about 
federalization of Germany and about separation of the Ruhr 
from Germany. All such proposals originate in the same policy 
of destruction and agrarianization of Germany. For it is easy 
to understand that without the Ruhr Germany cannot exist 
as an independent and viable state. But I have already said 
that if the interests of peace and tranquillity are dear to us 
the destruction of Germany should not be our objective. 

Naturally, if as a result of a plebiscite throughout Germany 
the German people express their wish to transform Germany 
into a federal state, or if as a result of a plebiscite in various 
former German states a desire will be manifested to break 
away from Germany, it goes without saying that there cannot 
be any objection on our part. 

There have been not a few instances in which Allied 
authorities in the western zones of occupation of Germany 
have encouraged the idea of a federal structure for Germany. 
But the attitude of Allied authorities is one thing, whereas a 
real desire of the German people, or at least a desire of the 
population of some part of German territory, is another thing.’ 

We, the Soviet people, hold that it is incorrect to impose 
upon the German people a solution of this question. Such an 
imposition would not in any case produce any good if only 
for the reason that it would be precarious. 

If on the one hand we should not stand in the way of the 
rightful aspirations of the German people after the revival of 
their state on democratic lines, then on the other hand it is 
our duty to prevent the rise of Germany as an aggressor 
force. It would be a crime to forget about this sacred duty of 
ours to the peoples of the world. 

If the world is to be safeguarded against an eventual aggres- 
sion on the part of Germany, the latter should be completely 
disarmed both militarily and economically and the Ruhr 
should be placed under an inter-Allied control of four coun- 
tries with the object of preventing a revival of war indus- 
tries in Germany. 

The program for the complete military and economic dis- 
armament of Germany is not something new. The decisions 
of the Berlin Conference deal with this in detail. And it is 
natural that the Ruhr, as the main phase of Germany’s war 
industries, should be kept under the vigilant control of the 
principal Allied powers. The purpose of complete military 
and economic disarmament of Germany must also be fur- 
thered by a plan for reparations. 

The fact that until now no plan for reparations has been 
drawn up, in spite of the repeated demands of the (Soviet) 
Government that the corresponding decision of the Berlin 
Conference be carried out, and the fact that the Ruhr has not 
been placed under an inter-Allied control, on which the Soviet 


‘Government insisted a year ago, is a dangerous thing as far 


as the maintenance of the future peace and security of the 
nations is concerned. 

We are of the view that it is impossible to put off the 
accomplishment of these tasks without running the risk of 
frustrating the decision to carry out the complete military 
and economic disarmament of Germany. 

Such is the view of the Soviet Government regarding the 
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war industry and war potential of Germany. These consider- 
ations cannot hamper the development of peaceful industries 
in Germany. 

In order that the development of German peaceful indus- 
tries may be of benefit to other peoples who need German 
coal, metal and manufactured products, Germany should be 
granted the right of exports, and imports, and if this right of 
foreign trade is to be effectuated we should not put obstacles 
to the increase in output of steel, coal and manufactured 
products of a peaceful nature in Germany; naturally, within 
certain bonds and provided that an inter-Allied control shall 
inevitably be established over German industries and over 
the Ruhr industries in particular. 

As we know, the Control Council in Germany recently fixed 
the level that would be reached by German industries in 
the near future. Germany has not yet by far reached this 
level. Nevertheless, it should already now be admitted that 
the peaceful industries of Germany must receive an oppor- 
tunity to develop on a wider scale, provided only that this 
industrial development should really be used to satisfy the 
peaceful needs of the German people and the requirements of 
trade with other countries. 

All this calls for the establishment of proper inter-Allied 
control over German industries and over the Ruhr industries 
in particular. Responsibility for the latter cannot rest only 
upon one of the Allied countries. Adoption of a corresponding 
program for the development of German peaceful industries 
that will provide for the development of the foreign trade of 
Germany as well as for the establishment of inter-Allied con- 
trol over the whole of German industry satisfies the need for 
implementation of the decisions of the Berlin Conference that 
provide for the treatment of Germany as an economic whole. 

It remains for me to dwell on the question of the peace 
treaty with Germany. 

Of course we stand in principle for the conclusion of a 
peace treaty with Germany, but before concluding this treaty 
there should be set up a single German government sufficiently 


democratic in order to be able to extirpate all remnants of 
fascism in Germany and sufficiently responsible in order to be 
able to fulfill all its obligations toward the Allies, including 


and more particularly those in respect to reparation deliveries § 


to the Allies. It goes without saying that we raise no objection 
to the setting up of a German central administration as a tran- 
sitional step toward the establishment of a future German 
government. 

From what I have said, it follows that before talking about 
a peace treaty with Germany, it is necessary to solve the ques- 
tion of setting up an all-German government. However, to 
this day no German central administration of any kind what- 
soever has been created, though the Soviet Government raised 
this question at the Berlin Conference a year ago. But while 
at that time this question was put off, it is becoming now 
particularly urgent as the first step toward the establishment 
of a future German government. 

But even when a German government has been set up it 
will take a number of years to check up on what this new 
German government represents and whether it is trustworthy. 

A future German government must be such a democratic 
government as will be able to extirpate the remnants of 
fascism in Germany and will at the same time be able to ful- 
fill Germany's obligations toward the Allies, and amongst 
other things and above all it will be bound to carry out repara- 
tion deliveries to Allies. Only when we become satisfied that 
the new German government is able to cope with these tasks 
and is really honestly fulfilling them in practice, only then 
will it be possible to speak seriously of concluding a peace 
treaty with Germany. 

Unless this condition is fulfilled, Germany cannot claim a 
peace treaty and the Allied powers will not be able to say 
that they have fulfilled their duties toward the nations who 
are demanding that a durable peace and security be assured. 

Such is the view of the Soviet Union on the fundamental 
problems of Germany and on the question of a peace treaty 
with Germany. 





WHAT BIKINI TEST PROVED 


Preliminary report of observers for Joint Chiefs of Staff 


(Full text of the preliminary official report made to 
U.S. Joint Chiefs of Staff in Washington by the Evalu- 
ation Board for the Atomic Bomb Tests. This is their 
study of the damage done to the target ships by the 
atomic bomb dropped over Bikini Lagoon on July 1.) 


N COMPLIANCE WITH ITS DIRECTIVE from the Joint Chiefs 
I of Staff, the Evaluation Board for the Atomic Bomb Tests 
has submitted a preliminary report of the test held at Bikini 
Atoll on 1 July 1946. The members of this Board were: 

Dr. Karl T. Compton, chairman; Bradley Dewey, deputy 
chairman; Thomas F. Farrell; Gen. Joseph W. Stilwell, USA; 
Lieut. Gen. Lewis H. Brereton, USA; Rear Adm. W. R. Pur- 
nell, USN; Rear Adm. R. A. Oftie, USN. The report which 
follows covers the general observations of this Board. 

The members of the Board inspected target ships the day 
before the test, witnessed the explosion from an airplane 20 
miles distant, and then approached to within nine miles of the 
atoll for a brief view. On the following day, as soon as safety 
clearance had been received, the members flew to Bikini 
and began their examination of ship damage. Many photo- 
graphs have been studied, and military and. scientific spe- 
cialists interviewed, in an attempt to obtain an over-all under- 
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standing of test results prior to the compilation of all the data. 

From its previous study of the plans for the test, and from 
its observations in the Bikini area, the Board considers that the 
test was well conceived and executed by the services in close 
co-operation with a large civilian staff. It is satisfied that the 
conditions of the test were well chosen and that the highest 
skill and ingenuity have been used to obtain a maximum 
amount of data in an unbiased, scientific manner. It believes 
that the commander, staff, and personnel of Task Force One 
deserve high commendation for their excellent performance 
and their notable co-operative spirit. 

Effective precautions appear to have been taken to safe- 
guard personnel against radioactivity and associated dangers. 

The Board’s present information is that the bomb exploded, 
with an intensity which approached the best of the three pre- 
vious atomic bombs, over a point 1,500 to 2,000 feet westerly 
of the assigned target, and at approximately the planned 
altitude. 

The target array in no sense represented an actual naval 
disposition but was designed to obtain the maximum data 
from a single explosion. The most important effects produced 
by the bomb are the following: 

(a) A destroyer and two transports sank promptly and an- 




























UNDERSEA CRAFT AFTER ATOM BOMB TEST IN BIKINI LAGOON 
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The superstructure of the Skate was so badly damaged as to make it unsafe to submerge the vessel 


other destroyer capsized. It later sank, and the Japanese 
cruiser Sakawa sank the following day. The superstructure of 
the submarine Skate was so badly damaged as to make it 
unsafe to submerge the vessel. The light carrier Independence 
was badly wrecked by the explosion, gutted by fire, and fur- 
ther damaged by internal explosions of low order, including 
those of torpedoes. All the above vessels were within one 
half mile of the explosion point. 

(b) Numerous fires were started on other ships, including 
one on a ship two miles distant, which was apparently due to 
some unusual circumstance, since the other fires were much 
closer. Here it should be remembered that the target ship 
decks carried a great variety of test material not ordinarily 
exposed on the decks of naval vessels. 

(c) The only major combatant ships within one half mile 
of the explosion point were the battleships Nevada and 
Arkansas and the heavy cruiser Pensacola. The blast struck 
these from the after quarter. Apparently little damage was 
done to their hulls or their main turrets but their super- 
structures were badly wrecked. These ships were unquestion- 
ably put out of action and would, along with many others 
within three fourths of a mile, have required extensive repairs 
at a principal naval base. 

(d) Other ships in the target array suffered damage in 
varying degree, depending on position and type of ship, but 
there was relatively little damage at distances greater than 
three fourths of a mile. 

(e) The primary material effects noted were due to blast, 
buckling of decks and bulkheads, and destruction or deforma- 
tion of lightly constructed exposed objects, including stacks, 
masts, and antennae. Secondary effects were due to fire, and 
it is noteworthy that Army Quartermaster stores and miscel- 
laneous equipment placed on the decks for the test proved 
more vulnerable than normal naval deck gear. It should be 
pointed out that since the targets carried no personnel the 
fires were uncontrolled and undoubtedly there was more 
damage than there would have been under battle conditions. 
Singularly, although considerable amounts of explosive ord- 
nance were exposed on decks and in gun turrets, there is no 
indication on ships which remain afloat that any of this 
material was exploded by direct action of the atomic bomb. 


® Fire-fighting ships entered the target area as soon as they 


F could obtain radiological security permission and subdued 
® a number of fires. The speed and efficiency with which these 


ships acted preserved for later examination a great deal of evi- 


# dence of bomb action which might otherwise have been lost. 


(f) Examination of the flash burn effects produced by the 


® initial radiation from the explosion indicates that casualties 











would have been high among exposed personnel. However, 


it is the opinion of the Board that persons sheltered within 
the hull of a ship or even on deck in the shadow of radiation 
from the bomb would not have been immediately incapaci- 
tated by burns alone, whatever might have been the subse- 
quent radiological effects. 

(g) Within the area of extensive blast damage to ship 
superstructures there is evidence that personnel within the 
ships would have been exposed to a lethal dosage of radio- 
logical effects. 

Personnel casualties due to blast would no doubt have 
been high for those in exposed positions on vessels within 
one half mile of the target center. Beyond this, any discussion 
of the blast effect upon personnel will have to_ await the 
detailed reports of the medical specialists. 

In general, no significant unexpected phenomena occurred, 
although the test was designed to cope with considerable 
variation from predictions. There was no large water wave 
formed. The radioactive residue dissipated in the manner 
expected. No damage occurred on Bikini Island, about three 
miles from the explosion center. 

From what it has seen and from what it has ascertained 
from data now available, the Board is able to make certain 
general observations: 

(a) The atomic bomb dropped at Bikini damaged more ships 
than have ever before been damaged by a single explosion. 

(b) The test has provided adequate data of a sort neces- 
sary for the redesign of naval vessels to minimize damage to 
superstructures and deck personnel from this type of bomb. 
Because of the nature of the first test (air burst) little infor- 
mation has been obtained on hull effects. Damage to ships’ 
hulls will be studied specifically in the second test when 
a bomb will be exploded under water. 

(c) A vast amount of data which will prove invaluable 
throughout scientific and engineering fields has been made 
available by this test. Once more the importance of large- 
scale research has been dramatically demonstrated. There 
can be no question that the effort and expense involved in 
this test has been amply justified both by the information 
secured and by greatly narrowing the range of speculation 
and argument. Moreover, it is clear to the Board that only ~ 
by further large-scale research and development can the 
United States retain its present position of scientific leader- 
ship. This must be done in the interests of national safety. 

The Board desires to say that it has had the fullest co- 
operation of the task force commander, and that every oppor- 
tunity has been afforded it in carrying out its mission. The 
members of the Board have had access to all data thus far 
accumulated and have had every facility for personally 
inspecting the results of the test. 
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Soviet Trade Tactics 
Irritate the British 


British trade experts are genuinely 
concerned over the tactics of Russia. 
Every time Britain announces plans 
to send a trade mission into a country, 
the Russians try, usually with success, 
to get there first. That was the case 
in Argentina and in Denmark. The 
British are convinced neither case 
was coincidence. The Russian-Danish 
trade talks will affect future British 
purchases from Denmark. 
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General of the Army George C. 
Marshall is putting new pressures on 
the Chinese Nationalists in his deter- 
mination to work out a settlement of 
China’s troubles. Quietly, he is closing 
off direct military aid to the National- 
ists. For more than two months, the 
U. S. has not helped transport Nation- 
alist troops or supplies. Indirect aids, 
such as the use of Lend-Lease equip- 
ment, still are being used by the 
Nationalists. 
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Regardless of the public attitude 
they take, the Russians are deter- 
mined to put off as long as possible 
any economic interchange among the 
various occupation zones in Germany. 
The reason is that the Russians do 
not want the prosperity of their zone 
to become an aid to occupation au- 
thorities in the Western zones. Indus- 
trial production in the Russian zone 
is the highest in Germany. Food 
rations are more generous there, too. 
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Some British Government officials 
have been telling Arab leaders that 
the United States is responsible for 
that section of the Anglo-American 
report on Palestine that recommends 
the immigration of 100,000 European 
Jews. The talk has become so wide- 
spread that the U.S. State Depart- 
ment now has made an official protest 
to London. 
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Gen. Marshall Cuts Off 
Military Aid to Chiang 


Filipinos are beginning to grumble 
about the American Army. The com- 
plaint is being made that the Army 
occupies many of the best buildings 
and residences:in Manila while natives 
and American civilians in the Islands 
are having trouble finding shelter for 
themselves and their businesses. 
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A plan will be presented to Con- 
gress informally soon that is intended 
to open up U.S. immigration laws 
and permit the settlement of dis- 
placed people from Europe in this 
country. Some officials are concerned 
that the U.S. will be unable to per- 
suade other countries to make homes 
for war refugees if it does nothing on 
its own. 
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Influential Arab leaders have told 
State Department officials in private 
conversations that they will not object 
to a Jewish immigration into Pales- 
tine if the United States and Britain 
will agree to take in substantial num- 
bers of Jewish refugees from Europe. 
The Arab assurance is made in spite 
of outward determination to resist any 
attempt to reopen Palestine. 
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Gen. Charles de Gaulle is eager 
to regain an influential position in 
France. His supporters are saying the 
country needs him to build up its 
military strength against the possibil- 
ity of serious trouble among the Big 
Powers. 


°° 0 
Counterfeit $20 and $50 bills are 
causing trouble for government off- 


cials and private bankers in Latin 
America. Several countries have start- 


Counterfeit U.S. Bills 
Trouble Latin America: 


ed a unified drive against the bog P 


bills. The counterfeits have beep: 
traced to Shanghai, and one theory 
is that the bills were printed during 
the war and put in circulation by 


either German or Japanese agents. ~ ; 
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This story is being circulated ia 
China by close friends and advisers” 
of Chiang Kai-shek: the Generalis- 


simo, at 58, is beginning to think 
about his place in world history and. 
wants to be known as the man who 
united China. Those who tell the 
story offer it as a new hope for the 


U.S. efforts to put an end to the 


country’s troubles. 
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Although the proposed Japanese ™ 
constitution would prohibit an Army 


and Navy, the U.S. occupation au- 


thorities have no intention of letting 
a military vacuum develop in that po- 
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tential trouble spot. Some military @ 


leaders are to insist that the U. S. keep 
troops in Japan until United Nations’ 


security forces are ready to move in, 


regardless of how many years that’ 


takes. 
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Russia is not as anxious to get a’ 
large-scale loan from the United 
States as first appeared. One reason — 
is the reluctance to borrow money ~ 
that might be tied to political con- — 
cessions. A more important reason is © 
a Russian hope that the country can 
obtain enough long-term credits from 
private sources to make a Government — 


loan unnecessary. 
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A U.S. representative on the U.N. 
Military Staff Committee proposed” @ 


that the Allies hold joint maneuvers 


in Germany this year. The Joint’ 
Chiefs of Staff quickly killed the idea ™ 


and banned discussion of it. 
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